Corporate contributions: an empirical assessment of the underlying factors among small business organizations by Muhwezi, Dan Rubarema
Retrospective Theses and Dissertations Iowa State University Capstones, Theses andDissertations
1990
Corporate contributions: an empirical assessment
of the underlying factors among small business
organizations
Dan Rubarema Muhwezi
Iowa State University
Follow this and additional works at: https://lib.dr.iastate.edu/rtd
Part of the Sociology Commons
This Dissertation is brought to you for free and open access by the Iowa State University Capstones, Theses and Dissertations at Iowa State University
Digital Repository. It has been accepted for inclusion in Retrospective Theses and Dissertations by an authorized administrator of Iowa State University
Digital Repository. For more information, please contact digirep@iastate.edu.
Recommended Citation
Muhwezi, Dan Rubarema, "Corporate contributions: an empirical assessment of the underlying factors among small business
organizations " (1990). Retrospective Theses and Dissertations. 11210.
https://lib.dr.iastate.edu/rtd/11210
mam 
INFORMATION TO USERS 
The most advanced technology has been used to photograph and 
reproduce this manuscript from the microfilm master. UMI films the 
text directly from the original or copy submitted. Thus, some thesis and 
dissertation copies are in typewriter face, while others may be from any 
type of computer printer. 
Hie quality of this reproductioii is dependent upon the quality of the 
copy submitted. Broken or indistinct print, colored or poor quality 
illustrations and photographs, print bleedthrough, substandard margins, 
and improper alignment can adversely affect reproduction. 
In the unlikely event that the author did not send UMI a complete 
manuscript and there are missing pages, these will be noted. Also, if 
unauthorized copyright material had to be removed, a note will indicate 
the deletion. 
Oversize materials (e.g., maps, drawings, charts) are reproduced by 
sectioning the original, beginning at the upper left-hand corner and 
continuing from left to right in equal sections with small overlaps. Each 
original is also photographed in one exposure and is included in 
reduced form at the back of the book. 
Photographs included in the original manuscript have been reproduced 
xerographically in this copy. Higher quality 6" x 9" black and white 
photographic prints are available for any photographs or illustrations 
appearing in this copy for an additional charge. Contact UMI directly 
to order. 
University Microfilms International 
A Bell & Howell Information Company 
300 North Zeeb Road, Ann Arbor, f^l 48106-1346 USA 
313/761-4700 800/521-0600 

Order Number 0085106 
Corporate contributions: An empirical assessment of the 
underlying factors among small business organizations 
Muhwezi, Dan Rubarema, Ph.D. 
Iowa State University, 1990 
U M I  
300N.ZeebRA 
Ann Arbor, MI 48106 

Corporate contributions* An empirical assessment of the 
underlying factors among small business organizations 
by 
Graduate Faculty In Partial Fulfillment of the 
Requirements for the Degree of 
DOCTOR OF PHILOSOPHY 
Department* Sociology and Anthropology 
Major: Sociology 
Approved* 
In Charge of Major Work
Dan Rubarema Muhwezi 
A Dissertation Submitted to the 
For the Major Department 
For/the Graduate College 
Iowa State University 
Ames, Iowa 
1990 
Signature was redacted for privacy.
Signature was redacted for privacy.
Signature was redacted for privacy.
il 
TABLE OF CONTENTS 
Page 
DEDICATION v 
CHAPTER I. INTRODUCTION 1 
The Nature of the Problem 2 
Objectives of the Study 5 
Theoretical Concerns 5 
Overview 7 
CHAPTER II: CONNUNITY-BUSINESS RELATIONS: A REVIEW 8 
The Community 8 
Problems In Contemporary American Communities 10 
Fiscal stress 10 
Dynamic transitions 11 
Changing values 12 
Possible Sources of Problems In Contemporary 
American Communities 12 
The Expanding Role of the Firm 13 
Philanthropic Contributions: Who Gets What? 17 
CHAPTER III. THEORETICAL FRAMEWORK 20 
Theories of Organization-Environment Relations 22 
The resource dependence theory 22 
Strategic choice . 26 
Institutional theories 28 
Integration of the Perspectives 31 
Unit of analysis 32 
The organization 32 
Management 34 
The environment 35 
A Conceptual Model of Levels of Contributions to 
the Community Among Business Organizations 36 
Organization Context 37 
Organizational dominance 39 
Headquarter location 41 
Organization history 44 
Level of local dependencies 46 
ill 
Page 
The Community Resource Condition 49 
Community need 49 
Organization-Community Interface 53 
Frequency of Interaction 53 
Relative Influence 55 
Organization commitment to the community 57 
CHAPTER IV: METHODS 59 
The Context of the Study 59 
The sample and Its characteristics 60 
Data Col lection 63 
Questionnaire construction and administration 63 
Measurement of Major Concepts 66 
Size of the community (COMSIZE) 66 
Size of the organization (ORGSIZE) 66 
Dominance (ORGDOH) 67 
Headquarter location (HQR) 67 
Organization history (HISTORY) 67 
Level of dependence on local community (ORGOEP) 67 
Community resource condition (COMNEEO) 67 
Frequency of Interaction (INTERCT) 68 
Organization Influence In the community (INFL) 68 
Organization commitment to the community (COMT) 68 
Level of contributions (CONTRI) 69 
Analysis strategy 69 
CHAPTER V. ANALYSIS AND RESULTS 76 
Zero-Order Correlations 76 
Multiple Regression Analysis 79 
Decomposing the total effects of the model 86 
CHAPTER VI: DISCUSSION, IMPLICATIONS, AND CONCLUSIONS 92 
Discussion 92 
Iv 
Page 
Organizational Context and Contributions to 
the Community 94 
Organization dominance 94 
Headquarter location 96 
Organization history 98 
Organization dependence 100 
Community Resource Condition and Contributions 101 
Organization-Community Variables and Contributions 103 
Interaction 103 
Influence 104 
Commitment 104 
Policy Implication 105 
General Conclusion 107 
REFERENCES 109 
ACKNOWLEDGMENTS 135 
APPENDIX A 136 
APPENDIX B 150 
V 
DEDICATION 
This dissertation Is dedicated to my parents, Erinesltl 
Rubarema and Falsi Kabeera, and to my uncle, Aberl Sabaklga. 
Their foresight and encouragement remain the most 
significant In my educational career. It Is also dedicated 
to all those youth whose career goals will be Inspired by 
the completion of this work. 
1 
CHAPTER I. INTRODUCTION 
In recent years, many profit-making organizations have 
been pressed by public expectations and government agencies 
Into expanding their roles beyond purely economic functions 
(HI les 1967; Pfeffer and Salanclk 1978; Votaw and Sethi 
1973). Although owners of profit-making organizations still 
demand a return on their Investment and creditors want 
financial stability, there are now many more interests 
competing for the organization's attention (Connolly, 
Conton, and Deutsch 1980). Workers want safety. Job 
satisfaction, and good wages; customers are Increasingly 
organized In their attempts to get quality goods and 
services; and governments and government agencies expect 
compliance with increasingly complex regulations. In 
addition, local governments and civic leaders are asking 
that their resident firms be active and responsive citizens 
to community affairs (Stelner 1980; Fried lander and Pickles 
1968). 
How well a profit-making organization will be able to 
meet the different demands of these groups has considerable 
implications for its overall effectiveness (Daft 1986). 
Although most of the literature on organizational effective­
ness still focusses on the economic dimension of perform­
ance, scholars and practitioners have begun to devote 
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Increasing ef fort s and resources to the social dimension of 
performance (HI les 1987; Steckmest 1982; Post 1978). 
Consistent with this expanding view of effectiveness, 
this study focusses on the relationships between businesses 
In smaller cities and the communities In which they reside. 
Specifically» the study examines organizational and com­
munity factors that affect the contributions of manufactur­
ing firms to community development efforts. Although 
contributions of time* money, goods and services reflect 
only one measure of community-oriented social performance 
(Andres 1981), they represent perhaps the best measure of 
the firm's responsiveness to current and emerging problems 
that small communities face. 
The Nature of the Problem 
The Importance of studying the relationship between 
profit-making organ I zat I ons and their host communities Is 
made more urgent by changes that have been affecting 
communities and their local governments. In recent years, 
there has been a dwindling of Intergovernmental transfer 
programs (CIgler 1988; Corder I 1982; Hescon and Tllson 
1987), reduced alternatives for Increasing revenues (CIgler 
1988), Inflation and a growing demand for more and better 
services (Rubin 1982), and major changes In the rural 
economy (Nurdock et al. 1988). 
3 
Stelner (1980) argued that the very success of American 
private enterprise In meeting the basic needs of most people 
has created demand for public goods, such as leisure, clean 
environment, resource conservation, and social Justice. In 
the past, the capacity of smaller communities to promote 
themselves as attractive places to live In while maintaining 
their economic base had been subsidized by federal grants 
and loans (Rubin 1982). However, significant federal cuts 
In transfer payments to local governments have threatened 
the existence of many social programs (Stelner 1980; Corderl 
1982). 
One of the results of declining Intergovernmental 
assistance Is pressure for Increased contributions from the 
private sector. Mescon and T11 son (1987) report that 
drastic federal cutbacks In social funding and return of 
certain programs to local Jurisdictions had Increased the 
number of local organizations seeking help from the private 
sector. Thoy also report that the number of requests for 
contributions by social welfare organlzatIons had in many 
cases tripled. 
One of the reasons local governments and social 
agencies are turning to private enterprises is because they 
believe that business firms are financially and technologi­
cally capable of solving many social problems (HcKenzle 
1985; Foote 1984). Yet many firms do nothing for their 
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communities; a recent study noted that only 20 percent of 
the corporations In the United States contribute to com­
munity projects (Andres 1981; Corder I 1982). The contribut­
ing firms tend to be larger, relatively profitable and with 
executives committed to the development of their host 
communities (Useem 1987; Miles 1987; Parket and Ellbirt 
1975). 
Although tax laws have Increased the allowable amount 
of charitable contributions organizations can make from 5 
percent of pre-tax earnings to 10 percent* the national 
average has remained at about 1 percent (Miles 1987; Corderl 
1982; Committee for Economic Development 1971; Steckmest 
1982; Andres 1981). One estimate Indicated that private 
giving must grow by 114 percent to keep even with 1980 
levels (Corderl 1982). Thus, It does not seem that current 
legal rules provide sufficient Incentives to firms to make 
contributions. The Inertia with which many firms of all 
sizes have resisted any basic changes In their behavior 
remains formidable and has created a credibility gap 
(Stelner 1980; Reuschling 1968). 
However, there are limits to what a community can do to 
coerce organizations Into participation In civic and 
charitable activities. The Increasing mobility of corporate 
headquarters and frequency of plant closings Is a constant 
threat (McKenzle 1985; Bozeman and Bozeman 1987). Competl-
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tlon between communities for these Increasingly mobile firms 
has made some communities overly cautious In their dealings 
with the companies they host. 
Objectives of the Study 
Despite the lack of sufficient legal and economic 
incentives to the organ IzatIon, some firms do make contribu­
tions to community projects (Corderf 1982; Andres 1981). 
The first objective of the study Is to describe the magni­
tude and frequency with which certain manufacturing firms in 
Iowa do make contributions of time, money, and goods and 
services to civic and charitable projects. The second 
objective is to estimate the effects of selected organiza­
tional and community factors on the differential contribu­
tions of profit-making manufacturing firms to community 
projects. 
Organizational and community factors selected as 
explanatory variables are suggested by previous research and 
organizational theories. The manufacturing firms selected 
for the study are agricultural-related, employing between 10 
and 500 workers and located in Iowa cities with populations 
between 2,500 and 50,000. 
Theoretical Concerns 
This study builds on the current debate In organization 
theory and business policy. Using an InterorganIzatIonaI 
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framework (Child 1972» Pfeffer and Salanclk 1978; Gray 1985 
Galasklewicz 1985a), the study examines the extent to which 
organizations or the social environment exercise Influence 
over the firm's outcomes. In this case, corporate contribu­
tions are perceived as an outcome of transactions between 
firms and their host communities. (Crawford and Gram 1978; 
Levlne and White 1961). 
Although there are several models of organizational 
Interaction with Its Immediate environment (Child 1972; 
Aldrlch and Pfeffer 1976; Meyer and Rowen 1977), several 
theoretical Issues remain unaddressed. First, the litera­
ture lacks specific sociological models of philanthropic 
contributions. This deficiency was well noted by Jenks 
(1987*326): 
"If scholars had divided up the study of philanthropy 
In the conventional way, economists would have 
concentrated on the effects of Income and taxation, 
sociologists would have studied the effects of race, 
sex, occupation, and other social Influences, and 
social psychologists would have studied the effects of 
personal influences and attitudes. In fact, 
sociologists have hardly studied philanthropic giving 
at all, and psychologists, although Interested in many 
forms of altruism, have not studied people who give 
away their money in real life situations.... As a 
result, we do not know much about the noneconomic 
determinants of philanthropic giving. What we do know 
Is largely a by-product of economists' work on economic 
determinants of giving." 
Second, available conceptualizations are descriptive 
(Strand 1983). They do not Interrelate variables that 
affect the development of social demands and organlzatlonal 
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responses. Third, previous research has addressed organiza­
tion performance within the context of economic variables in 
large organizations, often In large cities (Burke 1986; Burt 
1983; Miles 1987; Stelner 1980). Similar studies of small 
organizations In smaller communities have not been con­
ducted. Small owner-operated enterprises may have different 
levels of freedom in dealing with community problems, and 
different responsibilities to their constituent groups. 
Overview 
To achieve the objectives of the study, the disserta­
tion Is divided into six chapters. In Chapter II, the 
recent literature on community-business relations are 
discussed. Chapter III provides a theoretical framework and 
derived hypotheses based on organlzatlonal theories relevant 
to modeling the firm's decision to contribute to community 
projects. Chapter IV outlines the design and methods 
employed In data collection and analysis. It Includes the 
description of the questionnaire, the sampling plan, and it 
reviews the operational measures of the concepts used in the 
mode I. 
Chapter V presents the results and tests the hypotheses 
derived in Chapter III. Chapter VI discusses the Implica­
tions of the study by putting the results back Into the 
context of larger Issues and the general literature. 
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CHAPTER lit COMMUNITY-BUSINESS RELATIONS* A REVIEW 
This study seeks to Identify the factors which may 
account for differences In philanthropic contributions among 
profit-making firms In their host communities. To achieve 
this objective, this chapter will first describe the current 
situation. Secondly, the bases of enduring relationships 
between a profit-making firm and Its host community will be 
discussed. Finally, the chapter will examine the donors and 
recipients of the contributions profit-motivated organiza­
tions make to their host communities. 
The Community 
Although the concept of 'community' Is basic to 
sociology. It Is not a well-defined term (Wilkinson 1986$ 
Frelllch 1963). Hlllery (1955) found 94 separate 
definitions In the sociological literature. 
Despite the large number of competing definitions, 
this research will define the community as "that combination 
of social units and systems that perform the major functions 
(most of which have) locality relevance" (Warren 1978:9). 
Warren's definition Is attractive for at least three 
reasons. First, It uses the "social unit," In our case the 
organization, as the unit of analysis. This Is Important 
because this study assumes that a business firm Is one of 
the social organizations In the community. Second, It 
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outlines the basic functions of the community, and the roles 
business firms and all other social organizations are 
expected to perform. According to Warren (1978*10-11), 
these localIty-relevant functions Include; 
1. Production - distribution - consumption: This function 
"relates to local participation In the process of 
producing, distributing, and consuming those goods and 
services that are part of a dally living and access to 
which Is desirable In the Immediate locality" 
(1978:10). All community Institutions may provide this 
function, although It Is usually provided by the 
business firm. 
2. Socialization: Through this function, the community 
transmits "prevailing knowledge, social values and 
behavior patterns" to Its members. Schools and 
families perform this function (1978:10). 
3. Social control: This function enables the community 
(or any other unit) to Influence the behavior of Its 
members. The police, courts, and other social units 
such as family, the schools and the church may perform 
this function (1978:11). 
4. Social participation: This function may be provided by 
the church, businesses, voluntary organizations, and 
local government offices (1978:11). 
5. Mutual support: At the local level, this function may 
take the form of "care in time of sickness, exchange of 
labor, or helping a local family in economic distress" 
(1978:11). This function may be performed by the 
family, neighborhood and friendship groups, or local 
re Iigious groups. 
Third, some communities are experiencing difficulties 
in providing some of these locally relevant functions. As 
such business firms which traditlonalI y performed only 
production-distribution-consumption functions are now being 
asked to assume more supportive roles In the community, 
either directly or Indirectly. Therefore, Warren's défini-
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tton ts preferred because it specifies what. In addition to 
their basic roles, profit-motivated organizations could do. 
Added expectations Include social participation and mutual 
support. This change reflects the extent of the problems 
that most small communities face. 
Problems In Contemporary American Communities 
Students of community have long pointed to the 
economic, demographic, ecological, and social problems 
emanating from continuous rapid social change (Warren 1978; 
Levlne et al. 1981i Rubin 1982; McKenzle 1985). Dantler 
(1968) was one of the first to point out that vast social 
change produces stresses and strains which get magnified at 
the level of the community. The following three problems 
are among the most pressing. 
Fiscal stress 
The presence of fiscal stress Is Indicated by the 
Increasing gap between the demand for public services and 
local government capacity to meet the demands (Rubin 1982). 
For example, rural education systems face decreased revenues 
at a time when the public expects expanded curriculum 
offerings (Martin and Luloff 1988). In their study, Martin 
and Luloff reported an Increase In demand for health care 
services In rural areas as a result of "a changing popula-
11 
tlon that fs becoming more aware and willing to benefit from 
such services" (1988:34). Thus, lack of sufficient 
resources may hinder communities from adapting to these 
changes. 
Dynamic transitions 
One effect of these changes Is that they make par­
ticular regions or communities economically vulnerable. One 
most notable example. In the midwestern farm states Is the 
recent farm crisis (Nurdock et al. 1987; Marx 1985). If 
agricultural producers are forced out of rural areas, rural 
businesses, service structures, and other community organi­
zations performing locally relevant functions will not 
endure. 
Loss of producers at the community level Implies 
significant ramifications for the community. Including 
related loss In business due to reduction In retail spend­
ing, decline in employment opportunities, loss of taxes for 
rural services, reduced membership and leadership in 
community organizations, and increased social and psycholog­
ical problems requiring attention by social service agencies 
(Murdock et al. 1988). This suggests a need to support and 
expand the capacity of those community organlzations which 
traditionally performed certain support services that are 
currently In greater demand. 
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Changing values 
Values are underlying principles which guide people's 
choices. These values are products of culture. Today, 
scholarly observers note that there are subtle but gradual 
shifts In the thinking of people In most communities. 
People Increasingly emphasize quality, resource conserva­
tion, social Justice, Interdependence, and commun I tar Ism 
(Stelner 1980). Furthermore, communities expect community 
Interests to be taken Into account each time a firm makes a 
decision. Thus, community organizations need to reexamine 
their traditional roles and adjust to changing public 
expectations. 
Possible Sources of Problems In 
Contemporary American Communities 
The problems Just discussed are Important because they 
are becoming more prominent. One possible explanation for 
this apparent prominence Is that the community lacks the 
capacity to mobilize certain resources to cope with specific 
problems (CIgler 1988). Warren (1978) suggested three 
possible explanations for lack of capacity at the local 
Ievel. 
First, some problems manifested at the local level, 
such as pollution. Inflation, and unemployment are problems 
of the larger society. The community, as part of that 
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society» Is organizationally and financially Incapable of 
resolving these problems. 
Second, the structure of the community mitigates 
against a unified community action (Lloyd and Wilkinson 
1985). By its very nature as a "combination of social units 
and systems" (Warren 1978:9)» the community lacks structural 
and functional control of its component parts» performing 
locally relevant functions. This limits effective local 
response. 
Third» while the community has a specific physical 
space, some of Its subsystems» such as business firms» are 
mobile. Hobility enables the firm to search for a better 
"niche." As a result. It reduces the firm's identification 
with and commitment to the community. In a sense, immobil­
ity reduces the community's resource searching and aggregat­
ing potential. Despite these problems, some community 
organizations have been able to expand their functions 
beyond their traditional domains. 
The Expanding Role of the Fir* 
A firm does not merely reside In the community. Over a 
period of time, it becomes part of its host community and 
develops a view with which it defines Its relationship and 
role In that community (American Institute of Public 
Accountants 1977). Equally, communities develop certain 
expectations of the firms they host to Justify the firm's 
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existence and use of community resources (Davis and Fredrick 
1984). 
Within the context of this symbiotic interdependence* 
the firm remains the basic economic unit for performing the 
production-distribution functions of the community (Warren 
1978). First, it is the primary supplier of goods and 
services in the host community (Carroll 1984; Warren 1978). 
A recent study by the U.S. Small Business Administration 
found that firms employing fewer than 20 employees generated 
over 51.8 percent of the new Jobs in the United States in 
1976 (U.S. Small Business Administration 1980). These Jobs 
make employees, usually community residents, financially and 
psychologically able to contribute to the social and 
economic well-being of the community. Second, although some 
public agencies are large employers, the presence of profit-
motivated organizations creates more opportunities for the 
would-be unemployed by creating demand for child care, 
transportât ion, and part-time employment (American Institute 
of Public Accountants 1977). 
Third, business firms are—collectively—the major 
sources of revenue for other organizations in the community. 
Through property taxes and user fees, they support various 
levels of government (Savas 1982). In addition, schools, 
churches, and hospitals in the community may look up to 
business firms for various types of support, including 
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charitable contributions. Fourth, business firms have been 
Instrumental In the development and application of science 
and technology, and Improvement of the community's standard 
of living. 
These functions bestow on the firm considerable but 
varying degrees of social power. In small communities where 
one business firm may provide most of the community resi­
dents with work, housing, schools, and recreational 
facilities (so-called company towns), the attitude of the 
dominant firm may vary from exploitative to philanthropic 
(DIM 1965). Companies oriented toward exploitation 
generally have little Interest In long-run maintenance of 
the community. 
On the other hand, business firms have provided goods 
and services to communities at a significant social cost. 
Environment degradation, high Inflation, unemployment, 
unequal employment opportunities, and Inadequate products 
are Indicators of some of these costs (Reuschling 1968). As 
a result, host communities have requested business firms to 
help In eliminating poverty, providing good health care, 
facilitating equal employment opportunities. Improving 
education and training, and reducing pollution (CorderI 
1982; Steiner 1980). Implicit in these requests is the 
underlying assumption that communities original 1 y accepted 
heavy social costs to provide basic goods and services. 
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Now, given the current standard of living, unrestrained 
provision of goods and services cannot be Justified. 
Galbralth's comments on this point are Illustrative: 
"To furnish a barren room Is one thing. To continue 
to crowd furniture until the foundation buckles Is 
another. To have failed to solve the problem of 
producing goods would have been to continue man In his 
oldest and most grievous misfortune. But to fall 
thence to proceed to the next task would be fully as 
tragic" (1958:275). 
Not everyone agrees with this emerging role. Classical 
economists argue that the firm performs Its social role when 
It produces goods and services according to the demands and 
signals of the market (Friedman 1970). Performing other 
functions may detract and render the firm Inefficient and 
less profitable (Dill 1965). This creates a rather 
precarious position, since any Individual firm which cannot 
Justify Its economic existence may be absorbed by more 
profitable enterprises. That Is, the acid test of whether 
or not a firm should contribute is the familiar market test 
of long-run return on capital (Parket and Eilbirt 1975). 
Other observers support the primacy of the economic 
function of the firm but argue that it cannot be regarded as 
exclusively economic, given its physical, structural, 
cultural, and social psychological Impact on the community 
(Parsons 1956; Steckmest 1982; American Institute of Public 
Accountants 1977). For Instance, the Jobs and incomes that 
firms control are the basis for establishing and maintaining 
social-class distinctions (Dill 1965). Thus, communities 
expect more from the firm than mere provision of goods and 
services. The observations by the Chairman of General 
Electric will further Illustrate this point: 
"Economic performance is no longer enough. Business is 
properly expected to act In the public interest and to 
serve the larger aspirations of society" (Jones 
1980:60). 
According to Moskowitz (1972:71), some firms "are doing 
things today that they never dreamed of a decade ago," and 
that the public "expects them to continue to be sensitive to 
social needs." This development must be construed within 
the context of rapid social change in the firm's social 
environment. 
In sociological terms, a business firm must be per­
ceived as a central element of a role set in which new 
partners of relations (employees, customers, vendors, 
government agencies, and the host community) are evolving 
toward relative equilibrium in their expectations of each 
other. The next section describes the beneficiaries of 
community contributions in general. 
Philanthropic Contributions: Who Gets What? 
American foundations and corporations contribute about 
6 percent of total contributions to charity (Anderson 1989). 
These contributions may be classified as tax deductible or 
nontax deductible. 
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Among the tax deductible contributions, cash gifts are 
predominant, accounting for about 90 percent (Troy 1984). 
Property gifts, such as equipment to education Institutions 
for research, are also common. Companies also make non­
deductible contributions, such as use of company facilities, 
services, and products (Useem 1987). Among the services 
companies contribute to various organizations In the 
community are specialized skills such as accounting, 
administration, and management. Company executives often 
contribute hours of uncompensated time to community organi­
zations. 
These contributions are not equally distributed among 
the potential list of recipients. Education Is the leading 
beneficiary, receiving about 40 percent of contributions 
(Committee for Economic Development 1971; Useem 1987). 
Health and human services, such as hospitals, federated 
campaigns, such as the United Way, and youth, elderly and 
family projects account for 31 percent. At the community 
level, most monetary contributions are channelled through 
the United Way. 
Cultural organizations and the arts, such as museums, 
public libraries, and culture centers, receive about II 
percent of total contributions. Civic and community 
activities, such as community improvement, environment and 
ecology, housing, urban renewal, and public television and 
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radio receive about 12 percent of total contributions. 
Contributions In the civic and community activities sector 
take the form of leadership and financial support for the 
city, research and technical assistance, cooperation with 
cities in Joint water treatment facilities and participation 
on various boards (Useem 1987). 
Typically, companies contribute about I percent of 
their Income to charity. These contributions serve two 
purposes. To the donor, they are expected to reflect 
company efforts to serve the community and are among a set 
of strategies organizations use to control their social 
environments (Kamens 1985; Burt 1983). Useem (1987) has 
argued that for some recipients In the community, corporate 
contributions often account for the margin between submer­
sion and survival. Consequently, the stakes tend to be 
significant for both sides of this giving relationship. 
Despite the importance of corporate contributions, 
previous research has not paid much attention to the factors 
that influence small profit-motivated organizations operat­
ing In small communities to make charitable contributions. 
Parket and Ellbirt (1975:6) put this question more 
succinctly: "What variables would help account for the 
differences in social responsibility activities among 
firms?" The next chapter sets the framework for Isolating 
those antecedent factors. 
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CHAPTER III. THEORETICAL FRAMEWORK 
In Chapter II» we described the sociological concept of 
community and the role of profit-making corporations In the 
community. The purpose of this chapter Is to develop a 
framework for assessing why some companies contribute to the 
maintenance and development of their host communities while 
others do not. 
One can approach this problem In several ways (Scott 
1981). Perhaps the most fruitful way Is to look at the 
corporation and the host community as part of the general 
sociological theme of organizations and their environments 
(Aldrlch 1979; Aldrlch and Pfeffer 1976; Pfeffer and 
Salanclk 1978; Meyer and Scott 1983). 
The environment Is Infinite and Includes everything 
outside the organization (Daft 1986). However, our analvsfs 
will focus on that aspect of the environment In which the 
organization resides. Viewed In this way, the organization-
community Interface becomes a special case of the general 
class of organization-environment relations. This view 
enables us to examine a set of theories which can be used to 
organize the research problem and select variables. 
Not all organizational theories are equally useful in 
addressing the organization-community problem. First, some 
of the early organizational theories, such as scientific 
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management, administrative management, and Weber I an bureau­
cratic theories utilized a closed system's logic to ensure 
determlnacy (Thompson 1967; Scott 1981). These theories 
provide little Insight Into the Impact of the environment. 
Second, some open systems' perspectives do not have the 
organization as the unit of analysis, consonant with this 
study. For Instance, the natural selection models (Hannan 
and Freeman 1984; Aldrlch 1979) are useful In describing the 
actions of a population of organizations such as an Industry 
(Aldrlch and Pfeffer 1976). These models fall to explain 
organizational differences within the same industry. 
For purposes of this study, three perspectives about 
organization-environment relations appear relevant to 
modeling differences In social performance among profit-
making organizations. These perspectives are; the resource 
dependency model (Pfeffer and Salancik 1978); the institu­
tional model (Selznick 1948; Meyer and Scott 1983; OlMaggio 
and Powell 1983); and the strategic choice model (Child 
1972; Romanelll and Tushman 1986; Miles 1982). 
This chapter Is divided Into two sections. In the 
first section, the three perspectives will be outlined, 
compared and contrasted on the basis of the role each model 
assigns to the environment and decision makers in the 
organization. Section Two presents the model to be tested 
In this study. 
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Theories of Organization-Environment Relations 
The resource dependence theory 
The resource dependency theory (Aldrlch 1976; Aldrfch 
and Pfeffer 1976; Pfeffer and Salanclk 1978) provides a 
suitable general conceptual framework for analyzing Inter-
organlzatlonal relations and dependencies (Proven et al. 
1980) by building on the social exchange (Emerson 1962; Blau 
1964) and the voluntary resource exchange (Levlne and White 
1961) models. In these models, organization action is 
Influenced by the resource conditions of the environment 
(Pfeffer and Salanclk 1978). 
The resource dependency model starts with the organiza­
tion as the unit of analysis, often referring to a specific 
organization as a "focal organization" to distinguish it 
from other organizations In the environment. Key elements 
In the model are, the focal organization, the environment 
and the owners and managers. All three elements are 
examined: 
"The question of what the environment Is, is meaning­
less without regard to the focal organization which 
enacts it, or more precisely the individuals who enact 
it in planning the activities of the organization" 
(Pfeffer and Salanclk 1978:73). 
This view has also been reiterated In the works of Scott 
(1981). According to Scott, the environment, the actors, 
and the organization are separate. Identifiable forces in 
their own right. 
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In this perspective, the organization Is viewed as 
active (Aldrlch 1979; Hall 1988), adaptive (Scott 1981), and 
responsive (Pfeffer and Salanclk 1978). However, It Is 
neither self-contained nor self-sufficient (Aldrlch and 
Pfeffer 1976). The organization must acquire and maintain 
needed external resources, political and social support, and 
Information from other organizations In the environment. 
The quest for resources has two Important Implications. 
First, the organization must enter Into transactions with 
those parts of the environment that can supply valued 
resources. These transactions, which may result In mergers. 
Joint ventures, or cooptation, are attempts by the organiza­
tion to reduce vulnerability and uncertainty (Aldrlch and 
Pfeffer 1976; Daft 1986; Hall 1988). Second, since control 
of scarce and valued resources Is potential power (Emerson 
1962; Mulford 1984), the search for those resources has the 
potential to modify the organization's power relations with 
other organizations (Mulford 1984). Therefore, the focal 
organization enters Into exchanges cautiously, seeking some 
InterdependencI es and avoiding others depending on the power 
and control possibilities Inherent In the situation (Blau 
1964). Overall, the organization pursues strategies which 
maximize the dependence of others on Itself. 
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The environment plays a critical role In the resource 
dependence model. It Is a source of constraints, and at the 
same time, a pool of valued resources. As a source of 
constraints, the organization's environment Is a "dynamic 
outcome of the actions of many formal organizations seeking 
their own self Interest" (Pfeffer and Salanclk 1978:190). 
It Is also characterized by states of change, complexity and 
competition (Nulford 1984). Consequently, organizations 
must constantly change their activities to adjust to new 
environmental demands. At the same time, the environment Is 
a source of resources. Studies conducted by RIchter (1980) 
and Davis and Fredrick (1984) revealed several community 
resources desired by businesses. Including Industrial parks, 
city services such as water, sewer, fire and police protec­
tion, a favorable tax structure, an adequate labor pool, and 
social and political support. 
These resources are a potential source of uncertainty 
In a complex and rapidly changing environment (Aldrlch 1979; 
Hulford 1984). Their availability to the firm creates a 
sense of security and optimism about the community's future. 
The Importance of a resource-rich (munificent) environment 
was emphasized by Carroll: 
"Like a good private citizen, business has a responsi­
bility for its community. It is not uncommon today for 
a business to ask about the success of such community 
efforts as the United Fund as a barometer of the 
community's vitality before moving Into an area. If 
such funds are growing and enthusiastically supported 
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by business and the communityf It Is a healthy sign of 
a vital partnership between these two major groups" 
(1984:23). 
This model predicts that organizations with relatively high 
levels of resources will not be interested In establishing 
linkages with other organizations in the environment. Aiken 
and Hage (1968) were among the first to argue that need for 
resources was Important in determining formation of such 
relations. 
The resource dependence model leads to two major 
predictions about organizational behavior which are partic­
ularly relevant for our purposes. First, because of their 
need for resources from the environment, organizations will 
need to be viewed as appropriate and respectable transaction 
partners. Therefore, managers try to portray their organi­
zations as socially legitimate, a strategy that appears more 
frequently among those organizations that are more visible 
or those who depend more heavily on social and economic 
support from the community (Dowling 1975). Second, the 
environment Is not taken as given (Pfeffer and Salancik 
1978). Instead, managers seek to establish and maintain a 
reliable pattern of resource flow to reduce uncertainty 
(Aldrlch 1979). Through the process of attention and 
Interpretation, organizations adjust their responses, even 
alter their social context, so that they can have an 
environment which is better for their Interests. 
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Strategic choice 
The notion of choice Is Important In organization 
theory. It has had a considerable Influence on the debate 
regarding the degree of discretion open to decision makers. 
Coined by Child (1972) as "strategic choice," this perspec­
tive emphasizes the role of managerial choice In "choosing 
patterns and domains of competitive activity" (Romane 111 and 
Tushman 1986; Keats and HItt 1988). 
The strategic choice perspective proceeds from an 
assumption that organizations are made up of competing 
Interest groups (Child 1972; Benson 1975; Hall 1987). These 
groups lack time, resources, and adequate Information to 
make rational decisions. Instead, decisions are made 
through negotiations among Interest groups (Murray 1978) 
using the best resources available at the time. This view, 
summarized as "bounded rationality" (March and Simon 1958), 
Is witnessed In organizations by loose coupling and equl-
flnallty (Corwin 1987; Weick 1976; Katz and Kahn 1978). 
Loose coupling means that organizations are not tightly 
or rigidly connected to their environment (Scott 1981). 
Organizations, or sub-units within the organization, can 
pursue autonomous actions without considerable ramifications 
from the environment. Loose coupling lowers the need for 
the organization to respond to every change In the environ­
ment. For example, Hinckley and Post (1974) state that the 
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willingness of a company to contribute to one set of Issues 
Is not Indicative of Its willingness to do so about another 
set of Issues. Lastly, loose coupling enables localized 
adaptation. That Is» organizational actions are continually 
constructed, sustained and changed by the actors' definition 
of the situation (Astley and Van de Ven 1983). This 
characteristic leaves the organization with autonomy over 
Its environment or some aspects of It. 
Equlflnallty means that the same organizational 
outcomes may be achieved In multiple ways using different 
resources and various methods and means. Hreblnlak and 
Joyce (1985) state that even In the most constraining case 
of environmental determinism, organizational choice Is 
possible because a business firm has some control over 
selection of means by which prescribed outcomes may be 
achIeved. 
Organizations In the strategic choice model are not 
viewed as passive recipients of environmental Influence 
(Aldrlch 1979). They have power to create or enact (Child 
1972; Weick 1976) or reshape their environment (HIrsch 
1975). Organizations decide where to locate, what and how 
many clients to serve, what markets to enter, and what types 
of relations to establish with certain elements of its 
environment (Child 1972). 
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The strategic choice model leads to several conclusions 
about the behavior of managers In business organizations. 
First, the model argues that organizational choice will not 
be optimal (Child 1972; Benson 1975). 
Second, this model predicts that managers will seek to 
mediate between the environment and the focal organization, 
bestowing on managers two responsibilities (Miles 1982). 
First, they are responsible for developing organizational 
and environmental resources, competencies, and opportunities 
relative to competitors In order to establish themselves In 
domains that are congruent with the organization's objec­
tives and overall capacity. Second, managers are expected 
to create and maintain organization-environment linkages 
(Thompson 1967; Miles 1982). Strategic managers may 
Implement this Jatter responsibility by exercising 
strategic, structural, and performance options (Child 1972). 
That Is, managers can choose domains, adjust structures, or 
set different standards of performance depending on environ­
mental contingencies. 
Institutional theories 
Institutional theories of organizations proceed from a 
fundamental proposition that being compatible with legiti­
mate elements In the environment gives the focal organiza­
tion legitimacy which. In turn. Increases the organization's 
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probability of survival (Corwin 1987; Zucker 1987; 
Galaskiewicz 1985a). 
The environment In this model Is an "Institutionalized" 
environment. Broadly defined, the Institutionalized 
environment manifests Itself as powerful Institutional rules 
and beliefs which function as highly "rationalized myth" 
(Meyer and Scott 1983). These rules and beliefs are 
rational because they Identify specific social purposes and. 
In a rule-like manner, specify what activities are to be 
performed. They are myths, because their efficacy and 
reality Is dependent on being a widely shared cultural norm 
(Meyer and Scott 1983). The environment determines organi­
zation structure and behavior by Influencing the beliefs, 
norms, rules, and understandings of the organization's 
boundary spanners. In addition, organizational partici­
pants, clients, and constituents are all carriers of 
cultural norms generated In the external environment (Scott 
1981). This environment is external and hierarchically 
superior to the organization (Thomas and Meyer 1984). 
This model locates the organization in an "Iron cage" 
of institutional rules (OlMaggio and Powell 1983). As a 
result, the organization Is a relatively passive audience 
because It driven by rules generated in the community, 
state, or ;t>i Id system in which the organization operates 
(Zucker 1987). The organization Is a microcosm of society. 
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socially constructed by the characteristics and commitments 
of the participants that help maintain its distinctive 
character and by the environment that constructs the larger 
reality (Zucker 1987; OINaggio and Powell 1983). 
More specifically, this model expects the organization 
to resemble its environments structurally and behaviorally 
through three processes (DiHaggio and Powell 1983; Zucker 
1987). First, It may be coerced (coerced isomorphism) by 
external formal or informal pressures from other organiza­
tions on which the organization is dependent. Equal 
pressure may emanate from cultural expectations in the 
community within which the organization functions or has 
network ties (Zucker 1987). These pressures may be felt as 
forces or mandates, persuasion, or invitations to Join a 
group. Second, the focal organization may Imitate other 
organizations (mimetic Isomorphism), especially those it 
considers legitimate (OlMaggio and Powell 1983). Third, the 
organization adopts certain norms of the larger society 
(normative Isomorphism) especially from the professions. 
Organizations that incorporate procedures and practices 
of the environment enhance their chance of survival. Corwin 
states : 
"Many (organizational) procedures, even entire programs 
and units, exist because they happen to reflect 
prevailing "social myths," not necessarily because they 
have proved to be effective" (1987:124-125). 
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However, this view of organization effectiveness often 
conflicts with efficiency criteria. Where and when the 
"myths" about the efficacy of the market dominate, technical 
efficiency Is honored and encouraged (Thompson 1967). 
However, the quest for efficiency may undermine the organi­
zation's effectiveness when the normative system honors 
othér effectiveness criteria such as equality, equal 
opportunity, or contributions of time and money to community 
projects (Meyer and Scott 1983). 
This potential predicament provides another understand­
ing of loose coupling. To act efficiently in the face of 
competing demands, organizations must often pursue competing 
goals. In a normative environment, organizations often meet 
externally legitimated demands, demonstrate good Intentions 
and then proceed as best they can to accomplish their 
primary goals. 
This model predicts that the external Institutional 
Influence among organizations will vary according to their 
Internal goals and values, legitimacy of external control 
and relative power of the organization (Meyer and Rowen 
1977; OlMaggio and Powell 1983; Galasklewicz 1985b; Zucker 
1987). 
Integration of the Perspectives 
Resource dependency, strategic choice, and institu­
tional theories are some of the alternative perspectives for 
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thinking about the organization-community problem of 
contributions. In the pages that follow, an attempt will be 
made to compare and contrast these perspectives along four 
dimensions: unit of analysis, and the roles of the organi­
zation, the management, and the environment. 
Unit of analysis 
All three theories use the organization as the unit of 
analysis. In the resource dependency and strategic choice 
models, focus Is on the focal organization In relation to 
other organizations In the environment (Pfeffer and Sa lane Ik 
1978; Gray 1985; Ulrich and Barney 1984). Institutional 
theory analyses an organization in relation to Its institu­
tional environment (OINaggio and Powell 1983). Although 
these perspectives are consistent on this dimension, 
resource dependence and Institutional perspectives can also 
be applied at higher levels of analysis, such as a collec­
tivity merger, or an organizational field. 
The organization 
Resource dependence, strategic choice, and institu­
tional perspectives assume that organizations are responsive 
and adaptive. However, their adaptive responses vary. The 
resource dependence perspective argues for a reactive 
organization. The strategic choice perspective assumes a 
proactive adaptation strategy among organizations. The 
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Institutional theorists argue for a passive organization 
that adapts by conforming to Institutional rules (DIMagglo 
and PowelI 1983). 
All three theories assume that organizations have needs 
or requirements that must be met by the environment In order 
to survive. Under resource dependency, organizations 
attempt to gain favorable exchanges to ensure stable, low-
cost transactions. In the strategic choice perspective, 
decision makers utilize a wide range of discretion over 
resource mix and methods of achieving certain ends. Because 
Institutional theorists pay more attention to the mainten­
ance of the whole social system. In our case the community, 
organizations are viewed as even modifying their goals to 
save themselves (Scott 1981; Selznick 1948). 
Consequently, contributions by profit-motivated 
organizations to community activities may be construed by 
resource dependency theorists as a way to gain and maintain 
Influence in the community (Galasklewicz 1979). For 
strategic choice theorists, contributions are a "marketing 
tool" (Anderson 1989), a "strategic approach to the bottom-
line" (Hescon and Til son 1987:49), a cost-effective method 
of coopting various community sectors In order to generate 
sales, good will and create an Image (Kamens 1985; Ermann 
1978). Manne observed: 
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"The advent of...arbitrary devices as zoning, building 
codes and local economic planning has more and more 
Involved business with political forces. A contribu­
tion to a local hospital project can go a long way to 
prevent access to a plant being cut off by a new 
express highway or to Insure that a new master zoning 
plan will Include sufficient areas zoned for Industrial 
use" (1962:58). 
To the Institutional theorists, the level of contributions 
reflect the organization's degree of conformity to extern­
ally Imposed rules and expectations (Meyer and Rowen 1977; 
Scott 1981). That Is, contributions may not facilitate the 
attainment of the organization's official goals, but they 
may enhance the organization's survival by Improving Its 
legitimacy (Scott 1981; Stelner 1980; Galasklewlcz 1985b). 
Management 
All three theories examined In this study emphasize, 
albeit differently, the role of management. Following 
strategic choice, the role of strategic managers Is to 
develop both organizational and environmental "resources, 
competencies and commitments" (Miles 1982x14). Using 
strategic, structural and performance options often avail­
able at their disposal, managers are expected to create and 
maintain organization-environment alignments (Child 1972). 
Resource dependency presents three roles of management: 
symbolic, discretionary, and responsive (Pfeffer and 
Salancik 1978). Managers are presented as symbols of the 
organization's success or failure. In their responsive 
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roles, they process and react to demands and dependencies 
confronting the organization. In their discretionary roles, 
managers are perceived as change agents. This latter role 
matches with the strategic choice assumptions. In both 
theories, management can exercise considerable authority 
(Hall 1988). However, strategic choice gives more authority 
to the manager (Child 1972). 
Like resource dependence and strategic choice, the 
Institutional theories portray the role of management as 
that of mediating between the organization and the environ­
ment. Unlike the other two theories, where management may 
enact or condition the environment, the Institutional 
theories state that the role of management Is to mold the 
organization, and facilitate Isomorphic processes so that 
the focal organization can gain legitimacy and resources It 
needs for the organization to survive (Meyer and Scott 
1983). 
The environment 
The fourth area of possible theoretical Integration 
among the three theories Is the role of the environment. 
Resource dependency and strategic choice theories state that 
the environment contains scarce and valued resources. It 
consists of other organizations seeking their own self 
Interests, which may either complement or compete with the 
focal organization. The environment as a source of 
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resources Is also recognized In the Institutional perspec­
tive. Resources, located In the environment, are a key to 
long-term organizational survival (Aldrlch 1979; Meyer and 
Scott 1983; Zucker 1987). This model adds that the environ­
ment contains rules, norms, and beliefs which are equally 
Important In shaping organization behavior. 
Despite the apparent congruence on Importance of 
resources In the environment, these perspectives offer 
different explanations about resource acquisition. Resource 
dependency theorists emphasize power maximization strategies 
by one or a set of organizations to ensure a steady supply 
of resources. Strategic choice theorists recognize the use 
of power but only to the extent that It enables decision 
makers to make choices that enhance the firm's position In 
the environment. The institutional perspective notes that 
the organization's relative power has an independent effect 
on how the focal organizations will comply to the normative 
environment. However, organizations obtain a steady supply 
of resources to the extent that they are isomorphic with the 
institutional environment. 
A Conceptual Node I of Levels of Contributions 
to the Community Aaong Business Organizations 
Three theories which were reviewed In the previous 
section suggest three broad antecedents of the organi­
zation's level of social performance: the organization's 
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context, the resource condition In the community, and the 
organization-community linkage. Thiq model Is presented In 
Figure 3.1. Therefore, the purpose of this section Is to 
suggest appropriate concepts and provide a rationale for the 
hypothesized relationships among them based on previously 
reviewed theories and empirical studies. 
Organization Context 
Organization context has been measured by several 
Indicators Including origin, history, ownership and control, 
size, charter, technology, location, dependence (Pugh, 
HIckson, Minings, and Turner 1969), and dominance 
(Galasklewicz 1979). The dominant theme In the literature 
Is that these contextual variables Influence variation In 
linkages between the organization and Its environment, and 
the level of social performance among profit-motivated 
organizations (HInkley and Post 1974; Steckmest 1982, Useem 
1988). 
Several Indicators are delineated In this study to 
sample the domains of organization context based on 
previously reviewed theories, past research. Intuition, and 
availability. These Include organizational dominance 
(Galasklewicz 1979), location (Useem 1988), organization 
history (Scott 1981), and level of dependence on the local 
community (Kamens 1985). 
Interaction 
Influence 
Commitment 
Organization 
Communicty Interface 
Community Need 
Community 
Resource 
Condition 
Level of 
contributions 
to the Commundity 
Organization 
Social Performance 
Organizational dominance 
Headquarter location 
Organization history 
Dependence 
Organization 
Context 
Figure 3.1. A conceptual model of organization context, 
condition, organization-community Interface 
community resource 
and social performance 
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Resource dependence and strategic choice perspectives 
state that behavior of social organizations Is motivated by 
self-Interest (Galasklewicz 1979). Social organizations 
establish and terminate social relations as their own needs 
vary. Thus, In an effort to maximize their own self-
interests, organizations will purposely set up Interaction 
networks to secure needed resources from one another. 
According to Pfeffer and Salanclk (1978), need for Interac­
tion networks for resources will vary with the level of 
organization dominance. Organizations controlling most 
resources In the community are less likely to Initiate 
Interaction but are more likely to be seen as attractive 
patterners by other needy organizations (Galasklewicz 1979). 
Based on power dependence assumptions (Emerson 1962; 
Blau 1964), resource dependence theorists argue that those 
who control money and large numbers of employees In a 
community have potential Influence over a variety of events 
In the community (Galasklewicz 1979). That Is, the organi­
zation's level of Influence In the community tends to be 
proportional to the level of dependence of the community or 
Its organizations, on the focal organization's resources. 
Therefore, organizations which control resources that are 
scarce and valued In the community are expected to be more 
Influential. 
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Several studies have attempted to correlate the level 
of the organization's dominance In the community and Its 
contributions to community projects (Davis and Fredrick 
1984; and Parket and Ellbirt 1975). As the firm grows 
larger relative to other organizations In the community, 'ts 
actual and potential contacts and Influence on other 
community Institutions expands (Post 1978). Larger size 
Implies greater visibility In the community. It also 
Implies greater Interest by the community In the actions of 
the organization. These actions will be Judged according to 
how closely they conform to popular expectations. Actions 
that do not conform to community expectations may evoke 
coerced Isomorphism. 
Because they control valued resources In the community, 
dominant organizations have greater capacity to conform to 
or resist public demands (Pfeffer and Salanclk 1978). If 
the organization's standing In the community is dependent on 
whether or not It contributes to community projects, and If 
the focal organization perceives contributions as a strate­
gic gesture for maintaining its position In the community, 
then in theory, dominance will predict contributions. 
Further empirical evidence has been documented by Useem 
(1988). In his study of 62 Massachusetts firms, Useem found 
that large firms contribute proportionately more money 
regardless of profit. They operate more formalized programs 
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and their policies are more likely to be consistent with the 
prevailing norms In the business community. Parket and 
Ellbirt (1975) reported a positive association between 
dominance (as measured by annual sales) and social perform­
ance. They concluded that large firms respond to community 
demands because they are highly visible. The effect of 
visibility was also confirmed by Aupperle (1984). Highly 
visible firms were more likely to engage In social activ­
ities. From the above, we may draw the following 
hypotheses: 
Hl.l. Dominant organizations are more likely to Interact 
frequently with local organizations. 
HI.2. Dominant organizations are more likely to be 
Influential In community matters. 
H 1.3. Dominant organizations are more likely to contribute 
to community projects. 
Headquarter location 
Expansion of organizations across communities, regions, 
and even nations. Is a feature of modern complex organiza­
tions. This expansion beyond the immediate CGmmuKity 
provides the organization with new and varied sources of 
Inputs, markets, and social support. The increase In 
alternatives means a proportionate decrease In the com­
munity's monopoly on the organization's resource require­
ments, such as labor, space, and tax structures (Pfeffer and 
Salancik 1978); Galasklewicz 1979). From an Institutional 
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point of view, satellite operations (decentralized branches) 
are expected to experience less pressure to become I so-
I 
morphic with the community because they have an interest in 
many communities (Davis and Fredrick 1984). Managers In 
those branches come and go as they move up the promotional 
ladder of the organization. This reduces the strength of 
their attachment to the community. 
Although many organizations have several branches, they 
have only one headquarters where top management can be 
contacted for support of community projects (Davis and 
Fredrick 1984). To strategic choice theorists, the com­
munity hosting the headquarters is a "center of gravity" 
which was chosen because it balanced such factors as 
logistics costs, access to transportation and markets, 
capital, labor, taxes, public policy, and community 
resources (Schary 1984). Once the decision is made, the 
company invests economically, socially, and emotionally in 
the community. Part of this investment is influenced by 
self-interest &n-the assumption that a healthy community Is 
good for business (Steiner 1980). Overall, headquarter 
locations bring to a community a concentration of high 
quality leadership which may be in short supply locally. 
These new leaders, like other human beings, have altruistic 
drives to serve the community. They also want their host 
community to be a better place for their families. 
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Resource dependence theory suggests that heavy Invest­
ment In a community will create differences in dependence 
relations between the focal organization and the local 
community. A concentration of resources in a community will 
increase its level of Influence relative to other companies 
who have branches in that community. In addition, two 
factors suggest a possible increase In the level of Inter­
face between the focal organization and the community. 
First, because the managers of the focal organization 
possess management and administrative skills, they may seek, 
or be asked by the community, to participate In civic 
affairs. Secondly, the company may encourage more com-
munlty-organlzatlon interaction as a strategic posture to be 
able to monitor the economic and social soundness of a 
community In which they have invested. 
As these dyadic relations are routlnlzed, the organiza­
tion will become imbued with local values, which as a result 
of strengthened relationships, may increase Its willingness 
to stay In the community. That Is, established relations 
may limit or shape the individual organization's subsequent 
Interorganizatlonal relations (Galasklewicz 1979). Based on 
resource dependence and Institutional theories, the focal 
organization will contribute to needy sectors In the 
community to defend Its domain, convey Information to 
Important segments In the community about the nature of its 
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character (Kamens 1985; Ermann 1978)» and finally because It 
pays to do so (Useem 1988; Carroll 1979). 
Empirically, observers have noted that high levels of 
contributions are targeted at communities where a firm has 
Its headquarters. In Useem's (1988) study, firms gave 
approximately $40.00 per employee to nonprofit causes near 
plant locations compared to $200.00 per employee near 
headquarter locations. The case of Polaroid I» also 
Illustrative. Although Polaroid Is among companies with a 
history of relatively strong social performance, as measured 
by Its giving record to charity, the majority of Its 
contributions are concentrated near Its headquarters In 
Boston (Useem 1988). Therefore, the following hypotheses 
are proposed: 
H2.1. Companies are more likely to be Influential In 
communities where they have headquarters. 
H2.2. Companies are more likely to Interact with 
local organizations In communities where they 
have headquarters. 
H2.3. Companies tend to be more committed to communities 
where they have headquarters. 
H3.4. Companies will contribute more to communities where 
they have headquarters. 
Organization history 
Within the context of organizations, some actors may 
enjoy certain advantages or exhibit certain behaviors 
because of their strong ties with the local community. One 
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Indicator of community ties used In this research Is the 
number of years an organization has operated In the com­
munity (Pfeffer and Salanclk 1978). Following the liability 
of newness argument (Stinchcombe 1965)» age In the community 
reflects the level to which the focal organization has been 
Infused with local values (Scott 1981). 
Institutional theorists argue that age Is an Indicator 
of trust, relatively high levels of legitimacy and ability 
to develop exchange relations with other significant 
organizations. According to resource dependence, age 
reflects the extent to which the focal organization has 
become central In community Interorganlzatlonal resource 
networks and power hierarchy (Singh, Tucker, and House 
1986). Long-term association with the community facilitates 
Integration of the organization leadership with the com­
munity (Freeman, Carroll, and Hannan 1983). That Is, 
Institutional theorists argue that the greater the number of 
years the organization has operated in the community, the 
more It will become Isomorphic with the local community 
(Selznick 1948). 
Increased Isomorphism suggests greater patterns of 
Interaction between the organization and the community. 
Increased levels of shared values and norms, better chances 
of penetrating the community power hierarchies (Post 1978) 
and Increased Institutional support. These resources are 
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made available to the focal organization because It has 
demonstrated Its ability to cope with institutional rules, 
in addition to maintaining and defending a domain that 
provides the organization with critical resources for 
survival (Pfeffer and Sa lane Ik 1978). Thus, if the organi­
zation Is sympathetic to what the community stands for, it 
Is more likely to foster and encourage various community 
goals by committing some of Its resources to them. Conse­
quently, we hypothesize: 
H2.1. The longer the organization has been In the com­
munity the greater the interaction with the 
community. 
H2.2. The longer the organization has been in the 
community, the more likely It will be Influential in 
the community. 
H2.3. The longer the organization has been In the 
community, the greater the level of commitment 
to the community. 
H2.4. The longer the organization has been in the 
community, the more likely It will contribute 
to community projects. 
Level of local dependencies 
Dependence is one of the contextual variables suggested 
by Pugh and his associates (1969). Organizations depend on 
the local community for labor, customers, various city 
services such as water, sewer, fire and police protection, 
favorable tax structure, and social and political support 
(Richter 1980; Davis and Fredrick 1984; Kamens 1985). 
Resource dependence theorists argue that organizations 
to whom these community resources are scarce and valued will 
enter Into transactions with those parts of the environment 
that control those resources (Aldrlch and Pfeffer 1976). 
These transactions will increase interaction between the 
focal organization and the local community. Because they 
are dependent on the community for various resources, 
resource dependence theory suggests that those organizations 
will be less influential In that community. By Implication, 
organizations located in the community but which sell most 
of its products outside the community, have access to 
outside resources relative to other companies for whom the 
host community Is the primary market. The increase In 
alternative sources of funds means a proportionate decrease 
In the community's monopoly on the organization's resource 
requirements. It may also mean an Increase in the com­
munity's dependence on the focal organization. Thus, 
resources obtained by selling commodities outside the 
community may help maintain the focal organization In 
Important community money networks (Galasklewicz 1979). 
In theory, access to resources of more than one 
community reduces uncertainty by optimizing the advantages 
In each community. However, It has the potential of 
minimizing the strength of attachment to that community. 
Therefore, strategic choice theorists suggest that as the 
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level of dependence on the community declines, organizations 
will be expected to stay In that community so long as It 
pays to do so. 
However, no organization can afford to be totally 
Independent of its host community. Institutional theorists 
suggest that organizations either strive or are coerced to 
be isomorphic with the external environment. If giving Is a 
recognized and valued strategy of maintaining the focal 
organization's identity in the community, then organizations 
will contribute to the community as a strategy for maintain­
ing their name In that community. 
Several studies have found that corporations with few 
local dependencies are less attached to the community. 
Levine and White's (1961) study of health related organiza­
tions found that those organizations which were less 
dependent upon the local health system for desired resources 
tended to Interact less with local agencies. They also 
noted that these organizations were more likely to disagree 
with community residents than those organizations dependent 
on the local system. Galaskiewicz (1979) showed that 
organizations receiving a greater proportion of their 
resources, such as money. Information, and moral support 
from external sources were more aloof and peripheral to the 
local resource exchange networks. 
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Therefore* the following hypotheses are proposed: 
H4.1. Firms selling most of their products outside the 
community will tend to Interact less frequently 
with local organizations. 
H4.2. Firms selling most of their products outside the 
community are likely to be more influential. 
H4.3 Firms selling most of their products outside the 
community are less likely to be committed to the 
community than those selling most of their products 
In the community. 
H4.4. Firms selling most of their products outside the 
community will contribute less frequently to 
community projects. 
The Community Resource Condition 
There are several reasons to expect an association 
between community characteristics and company behavior in a 
given community. First, Schermerhorn (1975) argues that 
organizations will seek out or be receptive to linkages with 
other organizations when they are faced with situations of 
resource scarcity, when the linkage takes on a positive 
value or when it is mandated by extra local forces. The 
first two factors are more relevant to this research. 
Levine and White (1961) reported that in their research 
of health and welfare personnel, the Interface between these 
units was motivated by perceived organizational shortages of 
funds and manpower. Evan (1965) was one of the first to 
suggest that value expectancy creates a feeling among social 
units that cooperation is "a good thing to be doing." As a 
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result, value expectancy tends to pull social organizations 
In the direction of cooperative activity. 
These observations can be seen within the context of 
community resource needs and the strategic Importance of 
those needs to the focal organization. Fredrick (1983) has 
noted that many small communities lack capacity to provide 
health care for the poor and needy, educational oppor­
tunities for the youth, recreation programs for the elderly 
and family support programs. These needs will motivate 
community leaders to initiate contacts with potential donors 
(Galaskiewicz 1979). That Is, the greater the need for 
certain resources, the greater the opportunities for 
organization-community interaction. In addition, based on 
resource dependence theory, the greater the need in the 
community for resources controlled by the focal organiza­
tion, the more dependent the community will be on the 
organization-community relations. As a result, the more 
influential the focal organization will be over time. 
Rlvlin (1983) found that the focal organization's level of 
awareness of resource needs in community sectors depended on 
the community's ability to communicate that need. In the 
context of small communities, business organizations have 
the greatest potential to respond to community needs (Davis 
and Fredrick 1984). 
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Other observers have noted the value or strategic 
Importance of resource needs In the community. Strategic 
choice perspective perceives existence of resource needs In 
the community as an opportunity for the focal organization 
to penetrate the local environment and develop an Image for 
Itself and Its products (Kamens 1985; Ermann 1978). In 
either case, self Interest of the focal organization and the 
community will facilitate Interactions. 
Arguments have also been made linking the community's 
resource condition and contributions from business organiza­
tions (Fredrick 1983} Anderson 1989; Kamens 1985). Hochman 
and Rodgers (1973) found that donors tended to give more In 
cities with a large level of Income Inequality. Jenks' 
(1987) study showed that states with a relatively high 
proportion of poor people had higher levels of contribu­
tions. This finding led Jenks to conclude that recipients' 
needs encouraged giving among profit-motivated organiza­
tions. 
These empirical findings lend considerable support for 
resource dependence, strategic choice, and Institutional 
models. Contributions constitute a strategy organizations 
use to Influence their environments to ensure future rewards 
and reduce penalties and uncertainty (Ermann 1978). Zeltz 
stated: 
"A major activity of organization... Is the manipula­
tion of those cultural values and the creation of new 
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cultural values In such a manner as to serve their own 
Interests.... Almost every organization worth Its salt 
spends a good deal of money on public relations... 
trying to create legitimation rather than Just to win 
it" (1975146-47). 
Thus, organizations operating in unpredictable environments 
may be expected to be more generous to charitable activi­
ties. Other observers echo the following argument* 
"It [contributions] is in the stockholder's best 
interest. By making communities a better place to 
live, It can entice superior and happier workers to the 
company who in turn will put out better products and 
Increase profits" (Anderson 1989*10). 
Institutional theorists perceive the need for resources 
In the local environment as a precursor for coerced isomor­
phism. That is, the greater the need for resources In 
certain sectors of the community, the greater the pressure 
on the focal organization to support and uphold community 
goals. In this case, response to the community resource 
needs is a behavioral evidence that local companies are 
responsible social actors. This self presentation buffers 
the organization's core technology from external Inter­
ference (Kamens 1985; Pfeffer and Salanclk 1978). For 
resource dependence, giving enhances local prestige and 
legitimizes the authority and influence of the focal 
organizations. 
The empirical evidence and theoretical arguments 
suggest the following hypotheses* 
H5.1. The greater the community's Indicators of need, the 
more likely profit-motivated organizations will 
Interact with other community organizations. 
H5.2. The greater the community's indicators of need, the 
more likely profit-motivated organizations will be 
Influential. 
H5.3. The greater the community's Indicators of need, the 
more likely profit-motivated organizations will make 
contributions. 
Organization-Community Interface 
Fr#qv#nçy 9f fmt#r*stl9n 
The evidence on frequency of Interaction is fairly 
persuasive. From strategic choice and resource dependence 
models. Interaction provides linkages which. In turn, 
provide Information and channels for communicating that 
information. Furthermore, it legitimizes the focal organi­
zation, Increases manager awareness of dependencies and 
exchange opportunities, and provides a chance to obtain 
commitment of support from Important elements In the 
community (Pfeffer and Sa lane Ik 1978; Mulford 1984; Aldrich 
1979). From an institutional framework, interaction reduces 
coercive Isomorphism since the existence of new needs and 
demands can be effectively conveyed through this channel 
(Rivlln 1983). Thus, based on the three theories examined 
in this study. Interaction is Important for building a stock 
of knowledge able to shape and guide action of managers In 
their environments (Turner 1982). In general. Interaction 
with others will Impact the way the organization receives, 
54 
Interprets, and processes societal demands vIs-a-vIs Its own 
Interests (Strand 1983). 
Several authors (Pfeffer and Sa lane Ik 1978; Daft 1986; 
Hulford 1984) have observed that frequency of Interaction Is 
positively correlated with mutual dependence and exchanges. 
Benson (1975) argues that organizations Interact with others 
to secure adequate supply of two critical resources: money 
and authority. According to the resource dependency model, 
control of such resources Implies power and Influence. 
Thus, the more the organization Interacts, the more likely 
it will bargain and secure resources which will. In turn, 
enhance its Influence relative to other organizations In the 
community (Yutchman and Seashore 1967; Pfeffer and Salanclk 
1978). 
Further support can be found in the group dynamics and 
reference group literature. For example, the contact 
hypothesis (Nelson 1989), a prominent concept in community 
and organization studies (Oaker and Brown 1986) states that 
contact between different social units reduces conflict. 
Homans (1950) was one of the first to propose that interac­
tion leads to sentiment between the interacting groups. 
Therefore, Increased interaction should facilitate the 
company's willingness to stay In that community. Further­
more, Institutional framework suggests that Increased 
interaction leads to increased pressure on members to 
I 
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conform to group norms. If giving Is a recognized norm In 
the community, companies will contribute to community 
projects to keep within the boundaries of expected behavior. 
These theoretical and empirical observations lead to the 
following hypotheses. 
H6.1. The more the business firm Interacts with local 
organizations, the greater the influence such 
firm will exhibit over time. 
H6.2. Firms which Interact frequently with local 
organizations are more likely to develop a 
commitment to the local community. 
H6.3. Firms which Interact frequently with local 
organizations are more likely to contribute to 
community projects. 
Relative Influence 
In small communities, profit-making businesses are the 
largest employers, sources of personal Income and tax 
revenue, and purchasers of local services. Equally, 
businesses possess economic and managerial resources that 
can be used In the community development process. Posses­
sion of these resources Implies social power and status 
(Pfeffer and Salanclk 1978). 
Building on resource dependence and strategic choice, 
Galasklewicz (1979) and Hall (1988) state that formal 
organizations are rational actors who try to establish 
Interorganlzatlonal linkages to secure resources for 
survival. It Is argued that the most Influential have the 
greatest Interest In maintaining existing resource networks 
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and dependencies. At the community level, the functional 
needs of these organizations make them dependent on others. 
Over time these linkages develop Into social structures 
which bind organizations Into common Interdependencles and 
create In them a commitment to stay In the community and 
protect their Interests. 
Post (1978) argues that status creates a set of 
expectations among the organization's relevant publics. 
Therefore, based on the arguments of the Institutional 
framework, organization response to community expectations 
will set the parameters of the organization's overall social 
legitimacy. Organizations seeking to maintain or acquire 
Influence may be expected to be more responsive. For 
Instance, Galasklewicz found that public giving was a way 
for firms to accrue prestige. He states: 
"To enhance their Image In the eyes of their fellow 
executives, corporations become the 'patron' of a 
prestigious cultural organization" (1985b:9). 
This finding supports both normative and coerced 
isomorphism argument proposed by the institutional theories 
and discussed earlier in this chapter. It also has Implica­
tions for the strategic choice and resource dependency 
theories. It may be argued that organizations give to 
community projects to acquire certain resources such as 
influence. Once those resources are acquired they give to 
maintain control; that Is, to defend their established 
57 
domain. Therefore, the following hypotheses may be pro­
posed: 
H7.I. Firms perceived to be Influential are more likely 
to exhibit high levels of commitment to the 
community. 
H7.2. Firms perceived to be Influential are more likely 
to contribute to community projects. 
Organization commitment to the community 
Community commitment Is an Important behavioral 
dimension which can be utilized to evaluate the strength of 
attachment by the focal organization. It Is a second stage 
of attachment, following the first stage, community entry 
(Steers 1977). Following strategic choice (Child 1972) 
community entry concerns the manner in which organizations 
choose which community to enter. In general, commitment by 
an organization to a community may be perceived by the 
extent to which It Identifies with community goals, values, 
community membership, and intends to stay (Porter et al. 
1974). Institutional theorists suggest that If the organi­
zation is strongly attached to the community, it may 
contribute In order to demonstrate its willingness to go 
beyond passive loyalty to the community (Galaskiewicz 
1985b). 
Empirical evidence Is scanty at this level of analysis, 
but some evidence is still suggestive. It has been sug­
gested that top management support will influence the 
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quality and scale of the organization's social Involvement 
(Hinckley and Post 1974). These executives determine what 
to give, to whom, and how much to give, based on the stra­
tegic Interests of the firm. 
A national study of 48 major companies revealed that 
"commitment" was singled out as an important factor in 
ensuring continued contributions among organizations (Knauf 
1985). Useem's (1988) study of 219 companies revealed that 
the percentage of pretax net Income allocations to social 
concerns was significantly higher among highly committed 
firms. This evidence leads us to the following hypothesis: 
H8.1. The greater the organization's level of commitment 
to the community, the more likely it will 
contribute to community projects. 
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CHAPTER IVt METHODS 
Thfs chapter presents an overview of the methods used 
In this study. Specifically, It outlines the context of the 
study and reviews the sampling procedures, data collection 
tools, the measurement of major concepts and analysis 
strategy. 
The Context of the Study 
This study was Initiated In fall 1987 to explore 
relationships between private enterprises and rural com­
munities in which they operate. It is part of a larger on­
going project sponsored by Iowa State Agriculture and Home 
Economics Experiment Station. The project, entitled 
"Research on Regional Development Alternatives for Rural 
Areas" (AES #2781) has the following objectives. 
1) To describe and analyze adaptive strategies 
currently used by communities to Improve economic 
conditions In rural areas through multi-community 
efforts. 
2) To construct a typology of strategic rural regional 
development alternatives based on available 
resources and community coordination required. 
3) To foster rural regional development activities In 
selected areas. 
4) To monitor the consequences of Initiated activities 
to evaluate alternative regional development 
strategies. 
This study is In support of objective 1 and grew out of 
the author's recognition that although much had been written 
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about community-business relations, the bulk of attention 
was on large corporations In large cities. Small busi­
nesses, though Important In determining the local and 
statewide conditions, are given a cursory treatment In the 
literature (Davis and Fredrick 1984). Small businesses In 
Iowa are no exception. The viability of communities In Iowa 
depends, to a great extent, on actions and conditions of 
small businesses. The reverse Is equally true for busi­
nesses (MuhwezI and Ryan 1988). 
The sample and Its characteristics 
Three Industry groups with two-digit standard Indus­
trial classification codes (20, 28, and 35) were purposely 
drawn from the 1987 directory of Iowa Manufacturers. 
Included were food and kindred products, chemicals and 
allied products, and machinery, except electrical. 
In the first category (SIC 20) are the following 
manufacturing firms* meat and dairy products, canned and 
preserved fruits and vegetables, grain milling products, 
bakery products, and sugar and confectionery products. 
The second category (SIC 28) Includes firms engaged in 
agricultural and miscellaneous chemical products. This 
category of Industries usually Includes firms producing 
industrial Inorganic chemicals, plastic materials, synthetic 
rubber, and other man-made fibers, drugs, soap and deter­
gents, perfumes, cosmetics, paints, varnishes, and Indus­
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trial organic chemicals. Keeping In line with the objec­
tives and focus of this study, the sampling unit from this 
category Included only firms engaged In production of 
agricultural chemicals (e.g., fertilizers) and animal health 
related products. 
In the third group of industries (SIC 35) are firms 
producing engines and turbines, farm and garden machinery 
and equipment, metal working machinery, general industry 
machinery, and office, computing and accounting machinery. 
Only firms engaged in the manufacture of farm and garden 
machinery and equipment (e.g., livestock mineral feeders) 
were Included. Thus, the study contains only agricultural-
related manufacturing firms In Iowa. These firms were 
selected because Iowa Is an agricultural state; their 
actions directly Impact the economic and social conditions 
of the state. Equally, the social economic conditions of 
the state Impacts the nature of public expectations on 
existing organizations. 
Two other restrictions were imposed on the sample. 
First, the firms In this survey consisted of small business 
organizations defined as employing less than 500 employees. 
Second, the firms included operate In 108 Iowa communities 
with populations of between 2,500 and 50,000. These two 
restrictions were Imposed to fit the definition of small 
businesses (U.S. Small Business Administration 1980) and 
62 
small communities (U.S. Bureau of the Census 1988) used In 
this study. The type and size of the firms responding by 
community size Is given In Tables 4.1 and 4.2. 
Table 4.1. Type of manufacturing firm responding by 
community size 
Type of manufacturing firm 
Food and Chemical Machinery 
Community with kindred and allied except 
population products products electrical Total 
2.500 to 7,500 45 21 23 89 
7.501 to 15,000 27 9 14 50 
More than 15,000 21 _2 _3 31 
Total 93 37 40 170 
Table 4.1 presents a breakdown of the firms In the 
study by type of industry group and size of community. The 
table shows a concentration (52 percent) of all three 
Industry groups in communities with populations between 
2,500 and 7,500. Table 4.2 presents a breakdown of firm 
size by community size. The table shows that most firms in 
the study employ less than 50 employees. It also shows a 
heavy concentration of these firms In communities with a 
population between 2,500 and 7,500. 
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Table 4.2. Size of manufacturing firms responding by 
community size 
Communities with population 
2*500 to 7,501 to More than 
Firm size 7,500 15,000 15,000 Total 
Less than 50 64 31 22 117 
51 to 150 17 11 7 35 
More than 150 _& _JL 19 
Total 89 50 32 171 
Data Collection 
Qv##tf9nn*lr# S9m*trvft;9n antf #ym#n;*tr#tf9n 
Two questionnaires were constructed and mailed to: (1) 
chief executives of selected manufacturing firms and (2) 
city mayors and presidents of Industrial development 
corporations. This study Is based on responses of the chief 
executives or managers of manufacturing corporations. Both 
questionnaires are reproduced In the Appendix. 
The Items for the questionnaires come from two main 
sources. Some questions were borrowed from relevant past 
studies. Others were developed by the author, Vern Ryan, 
Fred Lorenz, and Charles Mulford. More specifically, 
questions associated with the measurement of commitment were 
adapted from Porter et al. (1974) studies of organization 
commitment (Section 7 of questionnaire In Appendix A). 
Questions about the nature of community support and business 
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activities In communities were adapted from Davis and 
Fredrick (1984) and Troy (1985) (Section 3 of questionnaire 
In Appendix A). The questionnaire was pretested on 30 
manufacturing firms In 15 communities In Iowa with popula­
tions between 1,500 and 2»499. 
The final questionnaire used to gather data from 
managers was divided Into several sections to tap various 
Issues about social performance raised In the literature. 
The aim of Section One was to obtain basic Information about 
the firm. The subsequent sections covered specific Issues 
about social performance Including external factors that may 
Influence the firm's decisions, levels of support provided 
by the community, the firm's local contacts and general 
participation In the community affairs, the firm's 
philosophy regarding Involvement of businesses In community 
affairs, nature of business activities In the community, the 
company's level of commitment to the community and perceived 
economic conditions In the community. 
Eighty-two chief executives and eighty-nine managers of 
firms classified as corporations responded to this survey. 
Their responses are taken to represent the organization's 
response. Using key Informants Is typical In Interorganlza-
tlon studies (Aiken and Hage 1968). In their review of 35 
studies, HorrIssey et al. (1982) found that 60 percent were 
based on data collected from key Informants. The advantage 
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of this approach Is that key Informants, such as chief 
executive officers are likely to be more knowledgeable about 
the organization's policies. However, the shortcoming of 
this method Is that It falls to acknowledge or account for 
those Instances where there may be a significant difference 
between what the organization purports to do and what It 
actual I y does. 
Data were collected In early spring of 1988. Question­
naires were mailed to 385 manufacturing firms meeting the 
specifications discussed In the first section of this 
chapter. A follow-up questionnaire was sent two weeks later 
to solicit more responses. Two hundred and fifteen manufac­
turing firms returned the questionnaires. Of these, only 
201 were usable. The Initial breakdown of the responding 
firms according to their legal status revealed the following 
distribution* 171 corporations, 8 single proprietors, 7 
partnerships, and 15 cooperatives. Given the objective of 
the study to focus on small corporations and the skewness of 
the distribution. It was decided to exclude organizations of 
other status and base the analysis on 171 corporations. The 
distribution of these firms by type and size Is presented In 
Table 4.3. The table shows that there are more firms 
engaged In production of food and kindred products in this 
sample at all levels of firm size. Across the three groups 
most firms employ less than 50 employees. 
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Table 4.3. Type of manufacturing firm by size (n • 170) 
Farm size 
Food and 
kindred 
products 
Firm type 
Chemicals 
and allied 
products 
Manufacturing 
except 
electrical Total 
Less than 50 63 
51 to 150 16 
More than 150 14 
Total 93 
25 
10 
37 
28 
9 
40 
116 
35 
19 
170 
Measurement of Major Concepts 
The model proposed In Chapter III has several Indepen­
dent variables and one dependent variable. The operational 
definition of these variables follow: 
9f th# 99wnwinf^y (ÇgWSlZE) 
This concept Is measured by size of population In the 
community. This Indicator was obtained from 1980 U.S. 
Census data (U.S. Bureau of Census 1988). 
5#%* 9f th9 9r9#nf3*tf9n (ORQSIZC) 
The size of the organization Is measured by the number 
of full and part-time employees (Gomolka 1975; U.S. Small 
Business Administration 1980). 
I: 
67 
Psmlnang# (ORGPOM) 
Organizational dominance Is the ratio of organization 
size as measured by number of employees divided by community 
population. 
Headquarter location (HOP) 
The respondents were asked whether the firm they 
represented was headquartered In the city where the 
respondent was located. 
Organlzatfon history (HISTORY) 
This concept Is measured by the number of years the 
organization has operated In the community. 
L#Y#; ftf d#p#nd#nç# 9n commvnltY (QRgPEP) 
Level of dependence was operational I zed by responses to 
the statement: "Consider your total products sold in the 
last calendar year 1987." The respondents were then asked 
to approximate the proportion sold a) In the community, b) 
outside the community but within Iowa, and c) outside the 
state of Iowa. 
r#;9vrf# cYndftlon (COMNEEP) 
This concept is measured by the percentage of the 
population in the community over age 65 (Turk 1970; Lorenz 
1981). This Indicator Is from U.S. Census data (U.S. Bureau 
of Census 1988). 
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Frequency of Interaction fINTERCT) 
This concept measures the extent to which the organiza­
tion is integrated in the community decision making network. 
The following question was used to measure this concept; 
How often do you or your management team have contacts with 
the following persons or organizations; local chamber of 
commerce, city officials and staff, local industrial 
development corporation and related organizations? 
Scale; 1 - never 
2 - seldom 
3 - occasional I y 
4 - often 
The responses were summed to create an index. 
Organization Influence In the community tINFLl 
Influence was measured by a single question; How would 
you rate the Influence of this business In this community? 
Scale; I - not at all Influential 
2 - somewhat influential 
3 - very influential 
Qrggniggtlvm th# çgmmvnftY (POMT) 
Commitment to community was operationalized with a 12-
item scale. Organizations were asked to state the extent to 
which they agreed or disagreed with 12 statements about 
their level of commitment, involvement, and willingness to 
stay in the community. The response categories were 1) 
strongly disagree, 2) somewhat disagree, 3) somewhat agree, 
and 4) strongly agree with each statement. Their responses 
were summed to create an Index. Table 4.4 presents the 
Items In the scale and their corrected Item-total correla­
tions. The reliability of this scale as measured by 
Cronbach's (1961) coefficient alpha was 0.800. Questions 
that were negatively stated (questions 2» 3» 7. and 12) were 
recoded so that higher values reflect higher levels of 
organization commitment. 
Level of contributions ICOMTRl) 
This variable refers to the organization's level of 
contributions. Organizations were asked to Indicate the 
extent of their contributions to several community projects. 
The response categories were 1) never, 2) seldom, 3) 
occasionally, and 4) very often. Table 4.5 presents the 
items of this variable, the Inter-Item correlations, 
Chronbach's alpha and standardized item alpha. The 
frequency distribution of the computed variable (CONTRI) Is 
presented In Table 4.6. The summated scale has values 
ranging from 12 to 48. Finally, Table 4.7 provides a 
summary of all the variables Just discussed, their measures 
and basic statistics. 
Analysis strategy 
Two strategies will be used In this study. First, 
correlational analysis will be used to assess the hypothe­
sized bivarlate relationships In the model. Second, 
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Table 4.4. Items of the LIkert scale measuring the organi­
zation's level of commitment (COHT) 
Item 
Corrected Item-
to-total 
correlation 
1. This business Is proud to be part of 
this community. 
2. Our business has very little loyalty 
to this community. 
3. Our business does not have much to 
gain by remaining In this ^ community. 
4. This community really cares about the 
fate of our business. 
5. Our business really cares about the 
fate of this community. 
6. This community really Inspires our 
business. 
7. We often find It difficult to agree 
with policies made by this community 
that have a direct effect on local 
businesses. 
8. We talk up this community to other 
companies as a great place to locate 
a business. 
9. We would accept almost any responsi­
bility on Issues of significance to 
this community. 
10. Our business Is willing to expend 
resources beyond that normally 
expected In order to help the 
community economically. 
11. For our business, this Is the best 
of all possible communities to locate. 
12. It would take very little change 
in our present circumstances to cause 
us to leave this community. 
Chronbach's alpha 
Standardized item alpha 
. 6 0 1  
.4833 
.6239 
.563 
.649 
.596 
.3469 
.647 
.424 
.506 
.497 
,4638 
,799 
800 
^Variables recoded to make scale consistent. 
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Table 4.5. Items of the LIkert scale measuring organi­
zation's level of contributions (CONTRI) 
Corrected Item-
to-total 
Item correlation 
1. Assistance to less advantaged 
residents. .403 
2. Support for air and water pollution 
control. .424 
3. Support for artistic and cultural 
activities. .531 
4. Employment and advancement of women 
and/or racial minorities. .428 
5. Technical and financial assistance In 
community planning and development. .529 
6. Support for local health care programs. .646 
7. Financial donations to local schools. .406 
8. Support for local bond Issues to 
finance community Improvement projects. .434 
9. Aid to community hospital drive. .612 
10. Leadership support to local United Way. .402 
Cronbach's alpha .800 
Standardized Item alpha .798 
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Table 4.6. Frequency distribution of level of contributions 
(CONTRIXN - 169) 
Cumulative 
Value ^ Frequency Percent percent 
10.00 10 5.9 5.9 
11.00 8 4.7 10.7 
12.00 3 1.8 12.4 
13.00 9 5.3 17.8 
14.00 9 5.3 23. 1 
15.00 10 5.9 29.0 
16.00 19 11.2 40.2 
17.00 12 7. 1 47.3 
18.00 5 3.0 50.3 
19.00 9 5.3 55.6 
20.00 9 5.3 60.9 
21.00 12 7. 1 68.0 
22.00 12 7.1 75. 1 
23.00 9 5.3 80.5 
24.00 8 4.7 85.2 
25.00 6 3.6 88.8 
26.00 4 2.4 91. 1 
27.00 3 1.8 92.9 
28.00 4 2.4 95.3 
29.00 3 1.8 97.0 
31.00 1 .6 97.6 
32.00 1 .6 98.2 
34.00 1 .6 98.8 
35.00 2 1.2 100.00 
Table 4.7. Summary of variables, their measures, range of values, mean and 
standard deviation 
Variable Measure of variable Range of values Mean 
Standard 
deviation 
Social performance 
contributions Frequency of 
contributions 
to community requests 
12.00 - 48.00 18.79 5.62 
Community variables 
population Population in 1980 2,706 - 45,775 10,236.69 9,185.76 
Percent Proportion of 
population in 1980 
above 65 years old 
2.70 - 1,000.00 3.50 2.64 
Organization variables 
Dominance Company staff per 
1,000 population 
0.01-16.75 1.12 2.77 
Headquarters Headquarter 
location 
0-1 .66 .47 
Size of staff Full and part-
time employees 
2.00 - 1,000.00 74.60 136.16 
Organization 
history 
Years in the 
community 
1.00 - 120.00 33.92 22.39 
Level of dependence Percent of output 
sold in the 
0.00 - 100.00 13.57 26.97 
community 
Table 4.7 (continued) 
Variable Measure of variable Range of values Mean 
Standard 
deviation 
Percent outside 
sales 
Percent of output 
sold outside town 
0. 00 - 100.00 52.08 37.08 
Community-
organization 
variables 
Interaction frequency of 
Interaction 
3. 00 - 12.00 8.71 2.34 
Influence Perceived 
Influence In 
the community 
1. 00 - 3.00 1.96 .63 
Commitment Company 
commitment to 
community 
12. 00 - 48.00 18.25 2.77 
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multiple regression will be used to test the theoretical 
model. The next chapter applies these strategies and 
reports the results. 
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CHAPTER V. ANALYSIS AND RESULTS 
This chapter presents the results of the data analyses. 
These results are organized into three sections. The first 
section presents and discusses the zero-order correlations. 
Section Two presents the results of the empirical hypotheses 
and evaluation of the model. The third section presents and 
evaluates the Indirect effects In the model. 
Zero-Order Correlations 
Correlations In Table 5.1- provide an Introduction to 
the relations among the variables In this study. The data 
suggest very little multicollinearity among exogenous 
variables. Community need (COHNEEO) correlates .217 with 
community size (COHSIZE) and -.205 with organization size. 
In addition, organization size (ORGSIZE) correlates signif­
icantly (.842) with organization dominance (ORGOOH). All 
other correlations among the three variables are lower. 
Whether or not the focal organization Is located in the 
community (HQRs) and its length of time in that community 
(HISTORY) are correlated .255. Other correlations of these 
two variables with other exogenous variables are smaller. 
Some of the correlations do suggest some support for 
the hypotheses formally tested in the next section. For 
example, higher levels of organizational Interaction with 
the community (INTRCT) are more likely among dominant 
Table 5.1. Zero-order (Pearson) correlation coefficients 
(N-169) 
Correlation COHNEEO CONSIZE SIZE HQR HISTORY 
COHNEEO 1.000 
COHSIZE .217 1.000 
ORGSIZE -.205 -.012 1.000 
HQR -.09 -.037 -.081 1 .000 
HISTORY .083 .007 .093 .255 1.000 
ORGOEP -.013 -.014 .307 -.128 -. 164 
ORGDOH -.052 -.209 .842 -.047 .001 
INTRCT .035 -.069 .323 .130 .092 
I NFL -.042 -. 044 .438 .074 .153 
COMT -.079 .056 .053 .122 .06 
CONTRI -. 060 -. 040 .269 .114 .098 
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ORGOEP ORGDOH INTRCT INFL COMT CONTRI 
1.000 
.305 1.000 
.230 .288 1.000 
.021 .366 .342 
-. 103 . 101 .309 
. 197 .214 .532 
1.000 
.278 1.000 
.407 .324 1.000 
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organizations (.288). Among organizations with higher 
levels of dependence (ORGDEP), Influential organizations are 
more likely to be dominant (.366) and have higher levels of 
Interaction (.342). Organizations which are committed to 
the community are among those with higher levels of Interac­
tion (.309) and with high levels of Influence (.278). 
The dependent variable In this study, contributions 
(CONTRI) is correlated significantly with organization 
dominance .214, and moderately with organization dependence 
.197. The variables of interaction. Influence, commitment, 
and responsiveness together form a matrix of moderately 
strong correlations, ranging from a low of .278 between 
influence and commitment to a high of .532 between respons­
iveness and commitment. 
Multiple Regression Analysis 
The previous section presented a blvarlate analysis of 
the variables In the model. This section tests the 
hypotheses which are restated as paths in Figure 5.1, and 
examines the overall model. 
Table 5.2 presents the direct effects implied in Figure 
5.1. The direct effect of an independent variable on a 
dependent variable Is that part of the effect that Is not 
mediated by any other variables. An independent variable Is 
a sum of the mediated and nonmediated effects (Pedhazur 
1962). The betas presented In this tables are standardized 
INFL 
HQR 
COMT HISTORY 
CONTRI 
ORGDEP 
ORGDOM 
COMNEEO 
INTRCT 
Figure 5.1. A model of community contributions 
Table 5.2. Regressions of the variables in the model associated with T-value 
and r2 
Explanatory INTRCT INFL COHT RESPO 
variables Beta T-value Beta T-value Beta T-value Beta T-value 
ORGOOH .239 3.11" .324 4.30" .000 .006 -.043 - « 60 
HQR . 145 1.91" .010 .14 .042 .57 .034 .52 
EMBED .082 1.07 .108 1.48 -.037 -.50 .033 .50 
ORGOEP . 189 3.02" . 114 -1.26 -.038 -.42 . 163 2.00" 
COMNEED .044 .07 .045 -.64 -.076 -1.07 -.054 -.86 
INTRCT .266 3.56" .285 3.61" .380 5.21" 
I NFL .175 2. 19" .240 3.33" 
COHT .142 2.02" 
Total r2 14. 05% 22.64% 20. 28% 37. 35% 
"significant at 0.05 level. 
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regression coefficients. The R^s shown In Table 5.2 
represent the amount of variation explained by the Indepen­
dent variables In the equation. The criterion for statisti­
cal significance is set at a t-value equal to, or greater 
than two (Lewis-Beck 1980). 
Several models are presented in Table 5.2. First, 
level of Interaction with local community organizations 
(INTRCT) was regressed on several organizational and 
community variables. 
As Implied In Figure 5.1, four hypotheses link organ­
izational variables to interaction and one hypothesis links 
community resource need to interaction. Organization 
history in the community (HISTORY) did not predict the level 
of Interaction In the community (B = .082). Headquarter 
location (HQR), organization level of dependence (ORGOEP), 
and level of dominance (ORGDOH) predicted Interaction. The 
data provide support for the hypothesized difference in 
Interaction with local organizations between headquarter and 
plant locations In the community (fi = .145, t = 2.00). In 
addition, the data show that Interaction varies with level 
of dependence (ft = .189, t = 3.02), and dominance (B = .239, 
t = 3.11) as hypothesized. The hypothesis linking need of 
resources in the community (COHNEED) with Increased Interac­
tion between the focal organization and the community was 
not supported, although the observed relationship is in the 
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expected direction (8 « .044, t > .07). This shows that 
resource need, as measured by the proportion of the com­
munity population above 65 years, by Itself may not provide 
sufficient motivation for business organizations to Initiate 
interaction in their local community. Overall, this model 
predicts 14.05 percent of the variance. 
Several hypotheses link organizational variables to the 
focal organization's level of influence. Only dominance 
(ORGOOH) predicts Influence as expected (0 > .324, t • 
4.30). The level of the organization's dependence on the 
community (ORGOEP), the headquarter location (HQR), and 
organizational history In the community (HISTORY) do not 
predict the organization's level of Influence. Respec­
tively, their beta coefficients are .114, .010, and .108. 
It was also hypothesized that Interaction (INTRCT) with 
local organizations would predict Influence. The data 
support this hypothesis (0 • .266, t > 3.56). Overall this 
model explains 22.6 percent of the variance. 
Seven hypotheses link organizational and 
organizational-community interface variables with commitment 
(COHT). The data do not support the hypothesized relation­
ship between commitment and headquarter location (8 = .042), 
organization history (8 » -.037), dependence (8 > -.038), 
and dominance (8 » .000). The predicted relationship 
between organization history and level of dependence Is not 
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only Insignificant, It Is In the opposite direction. In 
addition, the data show no relationship between dominance 
and commitment. This model predicts 20.28 percent of the 
variance. 
The organization's level of contributions (CONTRI) Is 
the overall dependent variable In the model. As portrayed 
In Figure 5.1, eight hypotheses link contributions (CONTRI) 
to organizational, community, and organization-community 
linkage variables. The data support the hypothesized 
relationship between dependence (ORGOEP) and contributions 
(B > .163), t > 2.00). The data do not support the hypothe­
sized relationship between contributions and headquarter 
location (0 « .034), organizational history (0 « .033), 
organization dominance (0 « .043), and community need (0 = 
.053). It should be noted that the predicted relationship 
of dominance and community resource need on contributions is 
not only Insignificant, but it is In the opposite direction. 
Finally, the data significantly support the predicted 
relationship between the organization's level of contribu­
tions and its level of Interaction (INTRCT), 0 = .380; 
Influence (INFL), 0 = .240; and commitment (COHT), 0 = .142. 
Overall, the model predicts 37.75 percent of the variance. 
These results are summarized in Figure 5.2. 
The following observations can be made from the analysis 
this far: (a) Although commitment has a direct effect on 
COMT 
HISTORY 
CONTRI 
ORGDEP 
ORGDOM 
COMNEED 
INTRCT 
Figure 5.2. A model of contributions to community projects and the associated 
direct effects 
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the organization's level of responses to the community, 
other exogenous and endogenous variables also have direct 
effects on the dependent variable (CONTRI); (b) The direct 
effects of organization-community variables on the organi­
zation's level of contributions are weak. The exception to 
this observation Is the significant effect of organization's 
level of dependence. This lack of significance suggests an 
examination of possible Indirect effects of exogenous 
variables on endogenous variables; (c) The organization's 
history (measured In number of years the firm has operated 
In the community) neither predicts commitment nor Its own 
level of contributions to community needs as expected from 
an Institutional point of view; (d) The organization-
community Interface variables provide the strongest predic­
tion for the organization's contributions to the community; 
and (e) The model explains nearly 38 percent of the variance 
in the organization's level of contributions to Its host 
community projects. 
Decowposfna the total effects of the model 
The previous section focussed on the direct effects. 
This section focusses on decomposition of the total effects. 
Indirect effects are that part of the total effect of the 
independent variable on the dependent variable that Is 
mediated by another variable or other variables. 
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Table 5.3 presents regressions needed to do a complete 
decomposition of effects. Total effects are represented by 
the magnitude of the coefficient at the first time It Is 
Introduced Into the equation. The direct effects are 
represented by each of the final equations. The Information 
In Table 5.3 fs used to produce the estimates of the direct 
and Indirect effects as outlined by Pedhazur (1982). 
As specified in Table 5.4, the total and direct effects 
of organization dominance, headquarter location, organiza­
tion history, organization dependence, and community need on 
Interaction are the same. Respectively, the beta coeffici­
ents are: .239, .145, .082, .189, and .044. 
The total effects of organization and community 
variables in the model on the firm's level of influence 
(INFL) Is both direct and indirect through the firm's 
interaction. Judged from the weight of the beta coeffi­
cients (.078, -.038, -.022, .177, and -.063), only the 
indirect effect of dependence (ORGOEP) on influence via 
interaction Is substantial (8 = -.177). Other Indirect 
effects are not substantial. However, it should be noted 
that the Indirect effect of headquarter location on level of 
Influence through Interaction Is greater than Its direct 
effect on organization's level of Influence (B = .038). 
The total effects of community and organization 
variables In the model on the firm's level of commitment are 
Table 5.3. Total and direct effects and associated changes In (N=I69) 
Predictor 
variables INTRCT 
Response 
INFL INFL 
Variables 
COMT COHT COHT CONTRl CONTRl CONTRl CONTRl 
ORGOON .239 .387 .324 .137 .057 .000 . 160 .043 -.043 -.043 
HQR .145 .048 .010 .092 .044 .042 .114 .043 .040 .034 
HISTORY .082 J130 .108 .009 -.018 -.037 .097 .057 .028 .033 
ORGDEP .189 .063 . 114 .005 .058 -.038 .220 .128 .158 .163 
COHNEED .044 .033 .045 -.069 -.084 -.076 -.055 -.077 -.065 -.054 
INTRCT .266 .332 .285 .491 .420 .380 
INFL .175 .265 .240 
COHT .148 
R2 (X) 
Change in 
14.05 
R2 
16.54 
6. 
22.64 
lOX 
8.43 17.9 
9.47X 
20. 
2. 
28 10.03 30.72 36.15 37.75 
38X 20.69X 5.43X 1.6X 
Table 5.4. Direct and Indirect effects 
Response Predictor Total Indirect effects Via Direct 
variable variable effects INTRCT INFL COHT effect 
INTRCT ORGDOH .239 .239 
HQR . 145 . 145 
HISTORY .082 .082 
ORGDEP . 189 . 189 
COHNEEO .044 .044 
INFL INTRCT .266 .266 
HQR .048 .038 .010 
HISTORY .130 -.022 . 108 
ORGDEP .063 .177 .114 
ORGDOH .387 -.063 .324 
COHNEEO -.033 .078 .045 
COMT ORGDOH .137 .080 .057 .000 
HQR .092 .048 .002 .042 
HISTORY .009 .027 .019 -.037 
ORGDEP .005 -.051 .096 -.038 
COHNEED -.069 .015 -.008 -.076 
INTRCT .332 .047 .285 
INFL .175 .175 
CONTRI ORGDOH . 160 .117 .086 .000 -.043 
HQR .114 .071 .003 .006 .034 
HISTORY .097 .040 .029 -.005 .033 
ORGDEP .220 .092 -.030 -.005 . 163 
COHNEED -.055 .022 -.012 -.011 -.054 
INTRCT .491 .071 .040 .380 
INFL .265 .025 .240 
COHT .148 . 148 
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mediated by the firm's level of Interaction and perceived 
level of Influence. Of particular Interest In this model Is 
the effect of the organization's level of dominance on 
commitment. The data show no direct effect (.000). The 
effect of organizational dominance on level of commitment Is 
Indirect. It Is mediated by levels of interaction (.080) 
and Influence (.057). Although both are not substantially 
different from zero* they are larger than the direct effect. 
The total effects of community and organization 
variables on the organization's level of responses Is 
mediated by levels of Interaction, Influence, and commit­
ment. The effect of Interaction Is mediated by Influence 
and commitment. Finally, the effect of Influence Is 
mediated by commitment. The data In Table 5.4 show a 
significant Indirect effect of the organization's level of 
dominance on contributions through Interaction (.117). This 
effect is not only substantial, it Is considerably greater 
than the direct effect (0 -.043) of dominance on contribu­
tions. It should also be noted that the organization's 
level of interaction and Influence show stronger direct 
effects than Indirect effects. 
In conclusion, the Indirect effects of exogenous 
variables on contributions are strongest through interac­
tion, moderate through influence, and weakest through 
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commitment. The next chapter develops a discussion of this 
analysis and provides conclusions of the overall study. 
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CHAPTER Vit DISCUSSION. IMPLICATIONS AND CONCLUSIONS 
Thfs chapter discusses the results and Implications of 
the analyses presented In the last chapter. The chapter Is 
divided Into three sections. Section One discusses the 
results within the context of the theoretical model proposed 
In this study and previous research. The policy Implica­
tions of the results are examined In the second section. 
The third section provides a summary and conclusions of the 
study. 
Discussion 
This study had two main objectives. The first objec­
tive was to describe the magnitude and frequency with which 
certain manufacturing firms In Iowa have made contributions 
to community projects. Upon examination of the cumulative 
percentages of Table 4.6, about 10 percent of the organiza­
tions In this sample have never contributed to community 
projects as defined In this study. On average, 51 percent 
of the organizations have seldom made contributions on 
various community projects. ThIrty-sIx percent have made at 
least occasional contributions. Finally, the data show that 
only three percent of the sample has made contributions to 
their communities regularly. 
The nature of the data used In this study does not 
permit a trend analysis of the social performance of these 
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companies. However, past national data show that in 1970 
only 20 percent of the nation's 1.7 million corporations 
reported any charitable contributions at all (Andres 1981). 
Our data suggest that this trend has changed. About 90 
percent of the corporations in our sample reported a 
contribution to the community. This finding lends support 
to Hoskowltz's observation; 
"Companies are doing things today that they never 
dreamed of doing a decade ago, and...the public expects 
them to continue to be sensitive to community needs" 
(Moskowltz 1981:101). 
The second objective of this study was to estimate the 
net effects of organizational and community factors on 
different contributions among profit-making organizations. 
Analyses of corporate contributions to community projects 
have tended to focus on organizational, societal, market, 
and community factors as the major antecedents. However, 
there Is lack of agreement as to which set of factors 
provides a better explanation of corporate contributions to 
their host communities. 
Proponents of organization factors (Strand 1963, HI les 
1987, Pfeffer and Salancik 1978, Child 1972) emphasize 
technology, ownership, structure, and company products or 
services. To these researchers, the Interplay of the above 
factors helps account for differential contributions among 
firms. 
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Other analysts focus on societal and community factors. 
Carroll (1979) and Stelner (1980) are among those who 
suggest legal and ethical factors as antecedents of contri­
butions. Research on Immediate community factors 
(Galaskiewicz 1985b; Davis and Fredrick 1984) has focussed 
on changing values In the community, the level of need in 
the community and the strategic importance of the community 
to the company. Those who focus on market factors (Useem 
1988; Carroll 1979; Parket and Ellbert 1975) emphasize 
profitability and level of public contact. 
This research builds on recent works of Useem (1988) 
and Miles (1987) to argue that the organization context as 
defined by Pugh et al. (1969) and community factors contrib­
ute to the explanation of corporate contributions In small 
communities. However, this study goes a step further to 
suggest that the interaction of organization and community 
factors provides an additional or unique contribution toward 
the understanding of company contributions in their host 
communities. This view provides a framework within which 
the findings of this study can be discussed. 
Organizational Context and Contributions 
to the Community 
Organization dominance 
The effect of level of organization dominance on 
organization behavior has been documented In the literature 
95 
(Galasklewfcz 1979; Pfeffer and Salanclk 1978; Steckmest 
1982). 
The data In this research revealed that organization 
dominance predicts the level of Interaction and Influence In 
the community. It did not predict commitment. Furthermore, 
Its direct effect on contributions is not only not signif­
icant, it is negative. However, two observations are 
germane. First, its indirect effect through Interaction Is 
significantly different from zero. Second, Its Indirect 
effect through the level of organizational influence Is 
greater than its direct effect on contributions. 
The significant indirect effect of organization 
dominance through Interaction, and a somewhat moderate 
Indirect effect through influence has support in the 
literature. Galaskiewicz (1979) was one of the first to 
point out that it was the organization's position in the 
community resource network and not its individual character­
istics that determined organizational behavior In that 
network. Consequently, the findings In this research 
suggest that those organizations controlling more resources 
relative to other organizations In the community can be 
responsive to community needs If they Interact with other 
organizations In the local environment or If they perceive 
themselves to be relatively Influential. In the first 
place. Interaction with other organizations will Increase 
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the focal organization's awareness about existing demands In 
the community, their expectations, and the strategic 
Importance of the community. Thus, Interaction becomes a 
strategic tool through which those who control critical 
resources retain their status In the community. Secondly, 
perceived Influence may be an Important Intervening variable 
where dominant organizations may want to maintain their 
attained level of dominance In the community. 
Haadciuartar location 
A positive relationship between headquarter location 
and contributions has been reported In the literature (Useem 
1988). Davis and Fredrick (1984) and Steckmest (1982) 
argued that companies have a stake In helping to make the 
community In which they are headquartered a viable place for 
conducting business and for their employees to live In. 
Useem found that companies contributed more to communities 
where they have headquarters than where they have plants by 
a ratio of 5tl (Useem 1988). 
The data In this research do not support the above 
research findings. The Initial correlation (.114) did not 
show a significant association between headquarter location 
and contributions to the community. Headquarter location 
showed a moderate and positive direct effect on Interaction 
(b a .145). However, Its Indirect effect on contributions 
through interaction is not significantly different from 
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zero. That Is, within the parameters of the model, head­
quarter location has neither direct nor Indirect effect on 
company contributions to community projects. 
The apparent lack of significance of this variable may 
be explained by the size of the companies under study. To 
date, research findings on corporate contributions focus on 
large corporations In large communities (Useem 1987; Corder I 
1982; Miles 1987). The data In this research suggest no 
statistically significant difference between contributions 
made by companies headquartered in small communities and 
companies with plants In those communities but headquartered 
elsewhere. Most companies headquartered In small com­
munities are small, one-location companies. Although they 
may have attachments to the community, they lack resources 
often called "slack" resources with which to respond to 
community issues that Impinge upon business policies and 
practices (Miles 1987). In addition, small companies are 
largely preoccupied with their own survival rather than the 
survival of the whole community. Shuman and Seeger (1986) 
put this point more succinctly. They stated* 
"Smaller businesses are not smaller versions of big 
businesses. Although both sizes of companies deal with 
many of the same Issues, smaller businesses also deal 
with unique size related issues as well and they behave 
differently In their analysis of and interaction with 
their environments" (1986:8). 
Therefore, to the extent that the community may not be on 
the brink of total collapse, headquarter location of small 
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firms may have no significant effect on community contribu­
tions. 
Organization history 
Miles' (1982) study of the "big six" tobacco firms was 
one of the first to chronicle the importance of organiza­
tional history in shaping corporate character and overall 
organizational behavior relative to the prevailing or 
emerging values in society. 
In this study, organizational history was conceptual­
ized in terms of the number of years the company had 
operated In the community. Based on the Institutional 
theory, this research assumed that the definition of the 
proper role a company should play In a community would be 
Influenced by the fundamental values, embedded In the 
company's social context (Miles 1987; Galasklewicz 1985b) 
and the strategic choices of the management (Miles 1976). 
Holding other contextual factors constant, and if contribu­
tions are consistent with values In the social context and 
strategies of the organization, the history of the company 
in the community should predict its contributions to the 
community projects. In this research, however, organization 
history does not show a significant direct or indirect 
effect on contributions. 
According to institutional theory, age in the community 
reflects the extent to which an organization has been 
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Infused by local values (Scott 1981). Therefore, It was 
expected that organizations which have stayed longer In the 
community should be more sympathetic to what the community 
stands for than newly established companies. The results of 
this research suggest that differences In age In the 
community do not provide an explanation for differential 
contributions among organizations. 
Two possible explanations can be offered for why there 
is no relationship between organizational contributions and 
the length of time in the community. At one level, age In 
the community predicts adaptation to institutional rules. 
Newly established organizations are expected to be less 
responsive to the community because they are still learning 
Its rules—they are still undergoing socialization. At the 
same time; however, older organizations acquire an Inertia 
that inhibits their adaptation to the local social environ­
ment (Reuschi11Ing 1968). Older organizations that started 
business in an era when social contributions were not 
expected may now not be able to adjust quickly to new 
expectations. 
A second explanation given by Reuschi11Ing (1968) Is 
that corporations have resisted basic changes in their 
traditional economic role. This observation is confirmed by 
Andres (1981) and Steckmest (1982). Their studies found 
that only 20 percent of the nation's 1.7 million corpora-
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tfons make any charitable contributions. They also found 
that companies contribute about I percent of their Income to 
charity. Given this low response to societal needs. It 
could be argued that, holding the size of the firm constant, 
organizations typically resist contributions to 
their communities Irrespective of age. 
Organization dependence 
The positive relationship between low level of depen­
dence and contributions In the community has been reported 
in the literature (Pfeffer and Sa lane Ik 1978). If giving Is 
a valued and recognized norm in a community, then organiza­
tions operating in that community are expected to contribute 
to community projects (Galaskiewicz (1985b). However, one 
may expect the propensity to contribute to vary according to 
organizational slack (Miles 1982). According to resource 
dependence, organizations which have access to resource 
networks outside the community have greater slack resources. 
Consequently, they are expected to contribute more. 
The initial bivarlate analysis showed moderately 
significant correlations between the level of the organi­
zation's dependence on the community with Interaction and 
contributions. The analysis showed no significant relation­
ship between this variable and Influence, and commitment. 
The multivariate analyses revealed the same pattern. The 
level of the organization's dependence on the community 
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showed a significant direct effect on contributions. The 
Indirect effects through interactions. 
Influence and commitment were not significant. 
Several previous studies lend support to this finding. 
Levine and White (1961) found that organizations with few 
local dependencies are less attached to the community. 
Galaskiewicz (1979) observed that organizations receiving a 
small proportion of their resources from the community would 
be more aloof and peripheral to the existing local resource 
networks. However, these studies do not infer directly the 
effect of level of resource dependence on contributions In 
the community. The findings In this study suggest that 
where the nature of the organization's operations may limit 
the direct community-organization Interface, the focal 
organization will use contributions to maintain a link 
between itself and the local community. In this case, 
contributions perform an important legitimizing function 
Identified by strategic choice theory* that of maintaining 
the name of the focal organization In the community. 
Community Resource Condition and Contributions 
Community analyses have shown a consistent gap between 
demand by residents for services and the community's 
resource capacity to satisfy those demands (Cigler 1988; 
Rubin 1982; Savas 1982). Where there may be need for 
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resources* community leaders can be expected to Initiate 
contacts with organizations to Increase awareness among 
business organizations of existing needs (Galasklewlcz 1979; 
RIvlln 1983). Other researchers argue that community needs 
are motivating factors In their own right (Useem 1988). 
Organizations which may perceive community need for 
resources as an opportunity to penetrate the local social 
environment are expected to make contributions (Steckmest 
1982; Post 1978). 
In this study, community need did not show a signifi­
cant direct or indirect effect on contributions. Interest­
ingly, however, the direct effebt of community need on 
contributions Is negative. Although this coefficient is not 
significant, this finding alludes to the self-interest that 
guides corporate contributions (Preston 1981; Steckmest 
1982; Troy 1985). For example, Hescon and Tllson (1987:49) 
observed that "business does best In communities that are 
healthy, alive and secure." Although this observation 
builds a case for corporate contributions, it may also 
suggest that It pays to contribute to economically viable 
communities. That Is, as community need for resources 
Increases, business organizations will be less willing to 
invest In the community In the form of contributions. 
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Organization-Community Variables and Contributions 
The Importance of Interaction In community resource 
networks as an antecedent of organizational decisions 
favorable to the local community Is well grounded In 
Institutional theory (Nelson 1989} Pfeffer and Sa lane Ik 
1978; Daft 1986). According to resource dependence. 
Interaction Is a significant variable because it facilitates 
social exchanges. 
The Initial blvarlate analysis showed strong correla­
tions between the organization's level of Interaction, 
Influence, commitment and contributions. The multivariate 
analysis showed a very strong total effect. The decomposi­
tion of this effect coefficient still showed that the 
strongest effect was directly on level of contributions, 
with relatively insignificant Indirect effects through 
influence and commitment. 
The strong direct effect of the organization's level of 
interaction on contributions lends considerable support to 
the literature and demonstrates the relevance of organiza­
tion participation in community resource networks. 
Organizations that participate In such networks are more 
likely to be receptive to local needs and demands. 
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Inflvoms# 
The expected effect of the organization's perceived 
level of Influence In the community on contributions was 
based on the assumption that those who are influential will 
contribute more to community projects to maintain their 
positions. The results of this study show a positive 
significant direct effect of perceived influence on contri­
butions* and a positive insignificant indirect effect 
through commitment. This finding supports arguments by Post 
(1978)* who asserted that status In the community generates 
certain public expectations. However* It could be argued 
that response to community requests will tend to be short­
lived because It Is aimed at reducing localized uncertainty 
(Kamens 1985) rather than building a commitment to the 
organ Izat ion's re Ievant pub lie. 
Commitment 
Commitment has been used to measure the organization's 
strength of attachment to the community (Porter et al. 
1974). Current literature suggests that commitment demon­
strates the extent to which the focal organization identi­
fies with the local environment. As such* It was expected 
to be an Important antecedent of contributions. 
The findings indicate a positive significant effect on 
contributions. However* the strength of association between 
level of commitment and the contextual variables in the 
I 
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model Is contrary to our expectations. Two possible 
explanations can be suggested. First, commitment may be a 
product of Interaction, and as such. It cannot be predicted 
by Individual characteristics of organizations. The second 
possible explanation focusses on the construct validity of 
this variable (Carmines and Zeller 1979). It Is possible 
that organizations being rational actors do not develop 
commitment to any specific community In a manner analogous 
to the way Individuals do In their work places (Porter et 
al. 1974). 
Policy Implications 
Research of this nature provides a basis for under­
standing business-community relations. The findings In this 
study suggest that organization-community interface vari­
ables provide the strongest prediction of organization 
contributions. Variables such as organizational dominance 
and dependence explain a significant proportion of the 
variance in the model. 
On the basis of these findings, a case can be made that 
communities can benefit from closer cooperation with the 
business organizations they host. The community Is already 
"a focal point for action on economic development and other 
issues of social concern" (Huhwezi and Ryan 1988:6). If 
communities are to sustain current efforts or build greater 
local capacity to deal with some of the problems documented 
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In this study, local institutions must reexamine their roles 
and responsibilities. Business organizations seem to be the 
most flexible and most able In assuming broader functions In 
the community. 
From the perspective of the community, the results In 
this study build a case for closer Interaction between 
dominant business organizations and local organizations in 
the community. To do so, the communities must move beyond 
merely attracting businesses. They must include business 
organizations in the process of planning and programming 
community activities as a first step In motivating private 
enterprises to make contributions of money, skills, time, 
leadership, and equipment. 
The data also revealed that those organizations which 
are less dependent on community resources do make signifi­
cant contributions to community projects. This means a 
community can benefit from organizations that seemingly 
appear to use community resources to serve clients In other 
communities. In this emerging organization-community 
relationship, the community must note that to stay in 
business, business organizations must make a profit. At the 
same time, business organizations must realize that profits 
are better In healthy and secure communities. In short, 
both must pursue policies that recognize their symbiotic 
Interdependence. 
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General Conclusion 
The purpose of this study has been to contribute to the 
general theory of business-societal relations by looking at 
some unexplored elements of this relationship. The findings 
In this study suggest that the relationship between small 
businesses and small communities Is governed by different 
dynamics when compared with relations between large corpora­
tions and large cities. However, this study has not been 
without limitations. 
First, the observed associations In this study should 
be taken as tentative. The cross-sectional data used In 
this research do not permit researchers to make firm 
inferences. Future research should use longitudinal designs 
to reduce this deficiency. Second, the data used in this 
study were collected from agricultural related manufacturing 
firms in the state of Iowa. Future research should broaden 
this coverage to incorporate various Industries in different 
states and cities with varying population sizes. Third, 
many variables In the model were suggested by the literature 
based on research in large corporations. In addition, their 
conceptualization and measurement tends to vary from one 
researcher to another. More research is needed to bring 
conceptual unity to the measures used in this area. 
Finally, we know that a firm's external relationships 
are much more complex than we have shown In this study. 
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Howevert the community has been one of the neglected 
constituencies In analyses of this nature. This study 
provides an Initial framework on which more complex analyses 
incorporating all the firm's constituencies can be built. 
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Iowa Community - Business 
Relations Survey 
Proposed Research 
The Department of Sociology is conducting a Community - Business Relations 
Survey of 110 communities and 400 businesses located in those communities. The 
survey assesses the relations between the businesses and the communities in 
which they are located to better understand how communities could attract and 
retain businesses. 
Subjects 
The subjects that will be contacted for this survey will be adult male and 
female owners/managers of businesses and city managers/mayors and community 
leaders. 
Method 
(1) The data for this survey will be gathered with the attached questionnaires. 
The questionnaires will not include names of respondents. 
(2) Modified informed consent is implied when respondents complete the 
questionaire. The modified informed consent information is found in the letter 
attached to the cover of the questionnaires. 
(3) Questionnaires will be mailed to businesses and cities. Respondents will 
return the questionnaires in the stamped, self-addressed envelope provided. All 
questionnaire responses will be kept confidential by the principal 
investigators. 
(4) The data released to anyone interested in the results of this survey will be 
aggregated in such a way as to prevent identification of any business or 
community response. 
INFORMATION ON THE USE OF HUMAN SUBJECTS IN RESEARCH 
IOWA STATE UNIVERSITY 
(Please follow the accompanying Inatructfons for completing this form.) 
0 138 Title of project (please type): Iowa Community - Business Relations Survey 
f z j  I  a g r e e  t o  p r o v i d e  t h e  p r o p e r  s u r v e i l l a n c e  o f  t h i s  p r o j e c t  t o  I n s u r e  t h a t  t h e  r i g h t s  
^ and welfare of the human subjects are properly protected. Additions to or changes 
i n  p r o c e d u r e s  a f f e c t i n g  t h e  s u b j e c t s  a f t e r  t h e  p r o j e c t  h a s  b e e n  a p p r o v e d  w i l l  b e  
submitted to the committee for review. . 
Dan Muhwezi 10/26/87 «Dec. 
Typed Named of Principal Investigator Date Signature of Principal Investigator 
421 East Hall 4-4612 
Campus Address Campus Telephone 
M.J Signatj^s of^thers (if any) Date Relationship to Principal Investigator 
^ 10/26/87 Co-Principal Investigator 
r 4J ATTACH an additional page(s) (A) describing your proposed research and (B) the 
subjects to be used, (C) indicating any risks or discomforts to the subjects, and 
(0) covering any topics checked below. CHECK all boxes applicable. 
I I Medical clearance necessary before subjects can participate 
n Samples (blood, tissue, etc.) from subjects 
ri' Administration of substances (foods, drugs, etc.) to subjects 
n Physical exercise or conditioning for subjects 
n Deception of subjects 
I I Subjects under 14 years of age and(or) Q Subjects 14-17 years of age 
I 1 Subjects in institutions 
rn Research must be approved by another institution or agency 
f S - J  A T T A C H  a n  e x a m p l e  o f  t h e  m a t e r i a l  t o  b e  u s e d  t o  o b t a i n  i n f o r m e d  c o n s e n t  a n d  C H E C K  
which type will be used. 
r~| Signed Informed consent will be obtained. 
Q Modified informed consent will be obtained. 
©Month Day Year Anticipated dace on which subjects will be first contacted: H 9 87 
Anticipated date for last contact with subjects: 12 1'5 8R 
r 7J If Applicable: Anticipated date on which audio or visual tapes will be erased and(or) 
identifiers will be removed from completed survey instruments: 
Month Day Year 
lecision of the University Committee on the Use of Human Subjects in Research 
^ Project Approved Q Project not approved Q No action required 
aeorqe G. Karas \\\5U^ 
Dàcer Signacure of'Commiccei Name of Commiccee Chairperson * e Chairperson 
Iowa State University of ScU'uci' and Tochnoloay 
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Ames, Iowa soon 
Department of Sociology and Anthropology 
103 East Hall 
Telephone: 5I5-294-A480 
Dear 
As we all know, Iowa is a state of many communities--956 of them 
to be exact. With the possible exception of our eight Standard 
Metropolitan Statistical Areas, most of these communities depend on 
small to medium-sized businesses for survival. The opposite is also 
true, however, where the viability of any business is only as strong 
as the community in which it is located. To date, we know little 
about the precise nature of this dependence. 
As a business person, you have been selected as one of 400 
manufacturing firms in Iowa to participate in a study that is 
attempting to delineate strategies to improve community-business 
relations for the benefit of both parties. (A companion survey is 
also being conducted of community leaders.) This survey is being 
conducted by Iowa State University to be used in economic development 
efforts. 
Please complete the enclosed questionnaire and return in the 
self-addressed envelope. While you are under no obligation to 
complete this questionnaire, the accuracy of the survey depends on 
your cooperation since only a sample of firms were selected for 
participation. 
We guarantee that your responses to the survey will never be 
associated with your firm or you personally. In fact, as soon as the 
surveys are returned, all identifier codes will be removed from the 
questionnaires. The only reason that a code is used is for 
recordkeeping, and to assure that participants receive a summary of 
the survey results. 
Thanks in advance for your participation. Should you have any 
questions about the survey, or the forthcoming summary of the results 
of this study, please let us know. 
Sincerely, 
Vern Ryan Dan Muhwezi 
Professor of Sociology 
(515) 294-5011 
Research Assistant 
(515) 294-4612 
Enclosures 
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f IING lîiTiniCI uttifTiimttiwrt C*i [%m CmU« 
ti«t»NOMi mc 
1 
SPONSORED BY 
IOWA STATE UNIVERSITY 
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SECTION 1. BUSINESS PROFILE 
1. What is the legal form of organization for this business? (Please 
circle the appropriate number.) 
1. Single proprietorship 
2. Partnership 
3. Limited Partnership 
4. Corporation 
5. Other, please specify 
2. Do you have more than one plant? (Please circle the appropriate number.) 
1. No 
2. Yes—^ (a) Is this the headquarters? 1. No 
2. Yes 
(b) How many plants (including the headquarters) are 
maintained by this business? 
Inside the state of Iowa plants 
Outside the state of Iowa plants 
3. As of January 1, 1988, how many employees of the categories listed below 
worked at this plant? (Please circle the appropriate number.) 
Full-time employees 
Part-time employees 
4. About what percent of these employees are: 
city residents % 
county residents % 
residents of other counties/states % 
—m% 
5. Do you anticipate that in the next 3 years you will have: (Please 
circle the appropriate number.) 
(SI 
About 
Fewer the Same More 
full-time employees 12 3 
part-time employees 12 3 
6. Have you or your business team closed operations in any communities in 
the last 3 years? 
1. No 
2. Yes > Please describe reasons for closing. 
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SECTION 2: EXTERNAL INFLUENCE 
(A) Below Is a list of eleven factors that may Influence decisions made by this 
business. How Important of a consideration do you feel they are in 
influencing this firm's major decisions? 
I - NOT AT ALL IMPORTANT 
4 - VERY IMPORTANT 
SOMEWHAT IMPORTANT 3 - IMPORTANT 
(B) How certain are you of how each of the factors will affect the success or 
failure of your business? 
I - NOT AT ALL CERTAIN 
4 - VERY CERTAIN 
SOMEWHAT CERTAIN CERTAIN 
I How Important? 
1. Changes in community 
expectations of your business..! 2 
2. Policies set by your business 
headquarters 
3. Your business' relationship 
with unions 
4. Competition for the supply 
of labor 1 
5. Competition for your 
customers 1 
Your business* relationship 
with the community 
7. Community population trends 
affecting demand for your 
products 
8. Entry eitd exit of other 
businesses into and out of 
this community .1 
9. Government regulations 
controlling industries 
related to agriculture 1 
10. Growth and decline of the 
local market for your products.1 
11. The public's political views 
and attitudes toward your 
business 1 
3 
3 
I How Certain? 
2 
2 
3 
3 
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SECTION 3. COMMUNITY SUPPORT: IMPORTANCE AND SATISFACTION 
(A) Below is a list of services/factors often considered by businesses when 
making decisions on where to locate. How Important were they in attracting 
your business to this community? 
1 - NOT IMPORTANT 
4 - VERY IMPORTANT 
2 - SOMEWHAT IMPORTANT 3 - IMPORTANT 
(B) How satisfied or dissatisfied are you today with the same factors in this 
community? 
1 - VERY DISSATISFIED 
4 - VERY SATISFIED 
SOMEWHAT DISSATISFIED 3 
A 
r 
1. Quality of educational 
institutions 
2. Access to Interstate 
highway 
3. Quality of public 
services (e.g., fire 
protection, water, and 
sewage, etc.) 1 
4. Cost of public services 1 
5. Tax rates for businesses 
compared to personal 
property taxes 1 
6. Tax rates for businesses 
compared to taxes in 
other communities .1 
7. Quality of local 
leadership 1 
8. Quality of work force 1 
9. Cost of labor 1 
10. Local government's fiscal 
condition 
11. Planning and zoning 
regulations 
1 
1 
12. Quality of retail sector 1 
13. Future outlook of the 
community 
14. Other (Specify) 
Importance 
2 3 
2 
2 
2 
2 
2 
2 
2 
2 
2 
3 
3 
3 
3 
3 
3 
3 
3 
3 
SOMEWHAT SATISFIED 
B 
Satisfaction 
2 3 
2 
2 
2 
2 
2 
2 
2 
2 
2 
3 
3 
3 
3 
3 
3 
3 
3 
3 
1 
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C. At the time when this business opened In this community, to what extent did 
you or someone else negotiate with the community for the following: 
None 
1. Bulldlng(s) and/or space. 
2. Tax abatements 
3. Cost of public services (e.g., 
water, sewer) 
Very 
L i t t l e  
2 
2 
2 
2 
2 
4. Access roads 
5. Rezonlng of land for industrial use.. 
SECTION 4: BUSINESS CONTACTS AND COMMUNITY PARTICIPATION 
A. 
Some 
Extent 
3 
3 
3 
3 
3 
Great 
Ex ent 
Don't 
Know 
5 
5 
5 
5 
5 
C. 
During the past 3 years, has any member of this business served as a member 
of Planning and Zoning, School Board, City Council and other elected public 
positions in this community? 
1 .  
2 .  
No 
Yes 
B. What Is this business* position on employees running for public office? 
1. Actively discourage it? 
2. Have an unwritten policy that discourages it? 
3. Have an unwritten policy that encourages it? 
4. Actively encourages it? 
5. Other (Specify) 
How often do you or your management team have contacts with the following 
persons/organizations? 
I Never Seldom Occasionally Often 
1. 
2 .  
3. 
Local Chamber of Commerce 1 
City officials and staff 1 
2 
2 
3 
3 
4 
4 
Local Industrial Development 
Commission and related 
organizations 1 
D. How would you rate the influence of this business in this community? 
1. Not at all influential 
2. Somewhat influential 
3. Very influential 
E. How would you rate the influence of this community on decisions made by 
this business? 
1. Not at all Influential 
2. Somewhat influential 
3. Very influential 
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SECTION 5: BUSINESS - COMMUNITY RELATIONS 
Below are ten statements that represent possible reasons why businesses 
should or should not be interested In community affairs. Please 
indicate your degree of agreement or disagreement with each statement. 
Strongly 
Disagree 
1. A business helps itself when it 
supports the local community.... 
2. A firm best serves the local 
community by-.sticking to 
business 
3. The primary objective of 
business in society should be 
to maximize profits 1 
4. A business should remain neutral 
in local issues where it has no 
stake in the outcome 1 
5. Business needs are becoming more 
important when making community 
decisions 1 
6. Increasingly, community needs 
are becoming more Important than 
economic competition when 
businesses make decisions 
7. A community helps itself when it 
supports local businesses 1 
8. It is appropriate for a community 
to expect local businesses to 
make financial donations to 
community Improvement projects.... 1 
9. It Is appropriate for communities 
to expect local businesses to 
actively participate in community 
Improvement projects 1 
10. The community's expectation of 
any business should be limited 
to economic concerns 1 
Somewhat 
Disagree 
Somewhat 
Agree 
Strongly 
Agree 
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SECTION 6: BUSINESS ACTIVITIES IN COMMUNITY AFFAIRS 
Below Is a list of community requests that are sometimes made of local 
businesses. Looking back over the last 3 years: 
(A) How often have the following requests been made of your business? 
1 - NEVER 2 - 5EU)0H 3 - OCCASIONALLY 4 - VERY OFTEN 
(B) How often has your business contributed to these requests? 
1 - NEVER 2 - SELDOM 3 - OCCASIONALLY 4 - VERY OFTEN 
A B 
I Requests To Your BuslnessI I Contribution I 
1. Assistance to less advantaged 
residents 
2. Support for air and water 
pollution control 
3. Support for artistic and cultural 
activities 
4. Employment and advancement of 
women and/or racial minorities. 
1 
.1 
.1 
.1 
5. Technical and financial 
assistance In community planning 
and development 
6. Support for local health care 
programs 
7. Financial donations to local 
schools 
8. Support for local bond Issues to 
finance community improvement 
projects .1 
9. Aid to community hospital drive 1 
10. Leadership support to local United 
Way 1 
2 
2 
2 
2 
2 
2 
2 
2 
3 
3 
3 
3 
2 
2 
2 
2 
2 
2 
3 
3 
3 
3 
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SECTION 7: COMMUNITY COWITMENT 
Listed below are twelve statements that represent views which businesses may have 
about the community in which they are located. With respect to your business' views 
about the local community, indicate your agreement or disagreement with the following 
statements. 
Strongly 
Disadtree 
1. This business is proud to be 
part of this community 
2. Our business has very little 
loyalty to this community.... 
3. Our business does not have much to 
gain by remaining in this 
community 
4. This community really cares 
about the fate of our business... 
5. Our business really cares about 
the fate of this community 
6. This community really inspires 
our business 
7. We often find it difficult to 
agree with policies made by this 
community that have a direct 
effect on local businesses 
8. We talk up this community to 
other companies as a great 
place to locate a business... 
9. We would accept almost any 
responsibility on issues of 
significance to this community... 
10. Our business Is willing to 
expend resources beyond that 
normally expected in order to 
help the community economically.. 
11. For our business, this is the 
best of all possible communities 
to locate 
12. It would take very little change 
in our present circumstances to 
cause us to leave this community. 
Som&nhàt 
PisaQree 
Somewhat 
Agree 
Strong] y \ 
Agree \ 
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SECTION 8: ECONOMIC CONDITIONS 
1. How would you rate the economic condition of this business? Would you say 
It Is: 
1. Poor 3. Reasonably Sound 
2. Shaky 4. Very Strong 
2. How would you compare the financial health of this business with other 
businesses In the community? Would you say It is: 
1. Much worse 4. Slightly better 
2. Somewhat worse off 5. Much Better 
3. About the same 
3. How has the economic condition of this business changed in the last 3 
years? 
1. Deteriorated significantly 4. Somewhat better off 
2. Somewhat worse off 5. Improved significantly 
3. Remained about the same 
4. Over the next 3 years, do you expect economic conditions of this business 
to: 
1. Deteriorate significantly 4. Be somewhat better 
2. Be somewhat worse off 5. Improve significantly 
3. Remain about the same 
5. How would you rate the current economic condition of this community? 
Would you say it is: 
1. Poor 3. Reasonably sound 
2. Shaky 4. Very strong 
6. How has the economic condition of this community changed over the last 
three years? 
1. Deteriorated significantly 4. Somewhat better off 
2. Somewhat worse off 5. Improved significantly 
3. Remained about the same 
7. Over the next 3 years, do you expect the business climate in this 
community to: 
1. Deteriorate significantly 4. Be somewhat better 
2. Be somewhat worse off 5. Improve significantly 
3. Remain about the same 
8. Consider your total products sold in the last calendar year (1987). 
Approximately what percentage was sold: 
ia) in this community? % b) outside this community but within Iowa? % c) outside the state of Iowa? % 
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9. How many years: 
(a) has this business been operating In this community? years 
(b) have you been Its owner/manager in this community? years 
10. What Is the position of the person completing this questionnaire? 
(Please circle.) 
1. Owner 
2. President 
3. Owner/President 
4. Manager 
5. Plant Manager 
6. Other, Please specify 
Do you have any suggestions or comments regarding the importance of community 
conditions to business success and vice versa? 
If you would like a summary of the results of this study, please check: 
Yes No 
THANK YOU FOR YOUR COOPERATION 
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APPENDIX B 
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SECTION 1: COMMUNITY - BUSINESS RELATIONS 
Below are ten statements that represent possible reasons why communities should or 
should not be interested In local business affairs. Please Indicate your degree of 
agreementor disagreement by circling the appropriate number for each statement. 
istrongiy somofhat somofhat Stronglyi 
lOisaQree PisaQrae Agree Agree | 
1. The community helps Itself 
when It supports local 
businesses 1 2 3 4 
2. It Is appropriate for a community 
to expect local businesses to 
make financial donations to 
community Improvement projects 1 2 3 4 
3. It 1s appropriate for a community 
to expect local businesses to 
actively participate in community 
improvement projects 1 2 3 4 
4. The community's expectation of 
any business should be limited 
to economic concerns 1 2 3 4 
5. Business needs are becoming more 
important when making community 
decisions 1 2 3 4 
6. A business helps itself when it 
supports the local community 1 2 3 4 
7. A firm best serves its local 
community by sticking to 
business 1 2 3 4 
8. The primary objective of 
business in society should be to 
maximize profits 1 2 3 4 
9. A business should remain neutral 
in local issues where it has no 
stake in the outcome 1 2 3 4 
10. Increasingly, community needs are 
becoming more important than 
economic competition when 
businesses make decisions 1 2 3 4 
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SECTION 2: COfWUNlTY iSUPPORT FOR BUSINESSES 
(A) Below Is a list of services/factors often considered by businesses when 
making decisions on where to locate. How important have they been to 
businesses operating in this community? 
1 - NOT IMPORTANT 
4 - VERY IMPORTANT 
2 . SOMEWHAT IMPORTANT 3 - IMPORTANT 
(B) What are the strengths and weaknesses of this community when competing 
with neighboring communities for prospective businesses? Please rate your 
community on each service/factor. 
1 - VERY WEAK 2 - WEAK 3 - NO DIFFERENCE 4 - STRONG 
A 
r 
1. Quality of educational 
institutions 
2. Access to Interstate 
highway 
3. Quality of public services 
(e.g., fire protection, 
water, sewage, etc.) 
4. Cost of public services 
5. Local tax rates 
6. Tax incentives to businesses 
7. Quality of local leadership. 
8. Quality of work force 
9. Cost of labor..... 
10. Local government's fiscal 
condition 
11. Planning and zoning 
regulations 
12. Quality of retail sector.... 
13. Future outlook of the 
community 
14. Other (Specify) 
Importance 
2 3 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
1 r 
VERY STRONG 
B 
Strength 
2 3 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
5 
5 
5 
5 
5 
5 
5 
5 
5 
S 
5 
5 
5 
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SECTION 3: RESPONSE OF BUSINESSES TO C0M1UNITY CONCERNS 
Below is a list of community requests that are sometimes made of local 
businesses. Looking back at the last 3 years: 
(A) How often have the following requests been made of local businesses by 
your community? 
J - H£VER 2 - SELDOM 3 - OCCASIONALLY 4 - OFTEN 
(B) How satisfied or dissatisfied are you with the responses of businesses to 
these requests? 
J - VERY DISSATISFIED 
4 - VERY SATISFIED 
2 - SOMEyHAT DISSATISFIED 3 - SOMEUHAT SATISFIED 
A B 
I Requests By Your CommunitylI Satisfaction I 
1. Assistance of less advantaged 
residents 
2. Support for air and water pollution 
control 
3. Support for artistic and cultural 
activities 1 
4. Employment and advancement of women and 
racial minorities 1 
5. Technical and financial assistance 
in community planning and development. ,1 
6. Support for local health care programs 1 
7. Financial donations to local schools 1 
8. Support for local bond issues to finance 
community improvement projects... . 1  
9. Aid to community hospital drive 1 
2 
2 
2 
2 
2 
2 
2 
2 
2 
3 
3 
3 
3 
3 
3 
3 
3 
3 
4 
4 
4 
4 
4 
4 
4 
4 
4 
10. Leadership support to local United 
Fund .1 
2 
2 
2 
2 
2 
2 
2 
2 
2 
(C) How would you rate the Influence of local businesses on decisions made by 
this community? 
1. Not at all Influential 
2. Somewhat Influential 
3. Very Influential 
(0) How would you rate the influence of this community on decisions made by 
local businesses? 
1. Not at all Influential 
2. Somewhat influential 
3. Very influential 
3 
3 
3 
3 
3 
3 
3 
3 
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SECTION 4: ECONOMIC CONDITIONS 
1. How would you rate the current economic condition of your community? 
1. Poor 
2. Shaky . 
3. Reasonably sound 
4. Very strong 
2. How would you compare the economic condition of this community with other 
communities in this area? Would you say It is. . . . 
1. Much worse 4. Slightly better 
2. Somewhat worse off 5. Much better 
3. About the same 
3. How has the economic condition of this community changed in the last 3 
years? 
1. Deteriorated significantly 4. Somewhat better 
2. Somewhat worse off 5. Improved significantly 
3. Remained about the same 
4. Over the next 3 years, do you expect the economic condition of this 
community to 
1. Deteriorate significantly 4. Be somewhat better 
2. Be somewhat worse off 5. Improve significantly 
3. Remain about the same 
5. How would you rate the current economic conditions of businesses in this 
community? 
1. Poor 3. Reasonably sound 
2. Shaky 4. Very strong 
6. How has the economic conditions of businesses in this community changed in 
the last 3 years? 
1. Deteriorated significantly 4. Somewhat better 
2. Somewhat worse off 5. Improved significantly 
3. Remained about the same 
7. Over the next 3 years, do you expect the economic conditions of businesses 
in this community to. . . . 
1. Deteriorate significantly 4. Be somewhat better 
2. Be somewhat worse off 5. Improve significantly 
3. Remain about the same 
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SECTION 5: COMMUNITY PROFILE 
1. What Is your form of government? 
1. Mayor Council 
2. City Manager 
3. Other (Specify) 
2. What Is the bond rating of this city? 
3. At the time when businesses open In your community, to what extent do you 
or some other official(s) negotiate with businesses for the following? 
/ery Some Great Don't 1 
None Little Extent Extent Know 1 
1. Buildlng(s) and/or space . 1 2 3 4 5 
2. Tax abatements 1 2 3 4 5 
3. Cost of public services (e.g., water. 
sewer 1 2 3 4 5 
4. Access roads 1 2 3 4 5 
5. Rezoning of land for industrial use 1 2 3 4 5 
4. (a) Approximately how many business start-ups occurred In this community 
In the last 3 years? 
(b) Briefly describe types of new businesses. 
(c) Did this community offer these businesses any Incentives to locate 
here? 
1. No 
2. Yes > PI ease describe type of incentives used 
(d) In your judgment, do you feel that the Incentives that were offered 
by this community to attract these businesses were. . . . 
1. Too little 
2. About right 
3. Too much 
4. Don't know 
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5. (a) Approximately how many businesses closed their operations In this 
community In the last 3 years? 
(b) Briefly describe types of businesses closed. 
(c) Old the community offer any Incentives In an attempt to retain these 
businesses? 
1. No 
2. Yes ^Please describe type of Incentives used 
(d) In your judgement, do you feel that the Incentives offered by 
this community to retain these businesses were 
1. Too little 
2. About right 
3. Too much 
4. Don't know 
Do you have any suggestions regarding the Importance of business conditions to 
community success and vice versa? 
If you would like a summary of the results of this study, please check: 
Yes No 
THANK YOU FOR YOUR COOPERATION 
